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FOREWORD 


Houser or REPRESENTATIVI 
ComMMITTE! loREIGN AFFAIRS 
Washi ,_D.C., February 1, 1 
Phis report | been tted to ( mittee on Foreign A 
fairs by a special study n i cl ( ly of Unit 
State pol es, progral d problen Ss east Asia and thie 
Pacific. 
The findings in t] report are those of the sp idvy missio} 
d do not necessarily reflect the views of the membership of t 


Committee on Foreign Affairs 


Rorverr B. Crtreerriecp. Chairma 


House or REPRESENTATIVES, 
COMMITTEE ON FOREIGN AFFAIRS. 
Washington, D.C... February 1. 195 
Hon. Roperr B. CHIPERFIELD, 
('} ipman. Committee on Foreiq itu ; 
House of Representatives, Washington, ID). C. 

Dear Mr. CHatrRMAN: I am submitting for consideration by the 
Committee on Foreion Affairs the report of the special study miss on 
to Southeast Asia and the Pacific, which visited that area bet ween No 
vember 9 and December 17, 1953. The study mission comprised the 
undersigned and Representative Marguerite Stitt Church, Illinois, 
Representative E. Ross Adair, Indiana, and Representative Clement 
ap, Zablocki, Wisconsin. 

I hope that the observations and recommendations of the study 
mission will be useful to the committee in its consider ition of legisla- 
tion relating to this area. 

Water H. Jupp, Minnesota, Chairman, 
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PREFACE 


When the Korean truce was under negotiation in the spring of 19538, 
the Committee on Foreign Affairs discussed the desirability of some 
of its members visiting the Pacific area to make a first-hand assessment 
of United States problems, policies, and programs. The signing of 
the truce in late July only accentuated the importance of such a study. 
The focus shifted from military action to complex political, economic, 
and psychological factors, whose magnitude was increased by the 
dilatory tactics and divisive efforts of the Communists. 

The Committee on Foreign Affairs has a continuing responsibility 
for the several programs carried on under the Mutual Security Pro- 
gram, including military assistance and economic and technical as 
sistance. All of these programs including the information and edu- 
cational exchange program were originally evolved in the committee. 
Similarly, the organization and operation of our Foreign Service 
and of personnel connected with our overseas progranis have had 
the sustained attention of the committee. While other phases ot 
United States policy come within the jurisdiction of other congres- 
sional committees, the Committee on Foreign Affairs is properly con- 
cerned with their overall effects as they condition our relations with 
other nations. In the last analysis, the success or failure of any por- 
tion of our foreign policy determines the attitude of these countries 
toward us and thereby adds to or subtracts from our strength and 
effectiveness. 

A special study mission on Southeast Asia and the Pacific was organ- 
ized, consisting of the Hon. Walter H. Judd (chairman), the Hon. 
Marguerite Stitt Church, the Hon. E. Ross Adair and the Hon. 
Clement J. Zablocki. They were accompanied by Mr. Albert C. F. 
Westphal, staff consultant; Mr. George O. Gray, Department of State 
escort officer; and Col. John H. Caughey, Department of Defense. 
Mr. Justin Williams, Foreign Operations Administration, accom- 
panied the members as far as Korea. Between its departure from 
Washington on November 9, 1953, and its return on December 17, the 
study mission covered more than 30,000 miles. From Honolulu the 
study mission proceeded to Wake Island, Guam, Formosa, Korea, 
Japan, Okinawa, Hong Kong, Viet-Nam, Laos, Cambodia, Thailand, 
Burma, Federation of Malaya, Singapore, Indonesia, the Philippines, 
Guam, Kwajalein and Honolulu. This trip complemented one made 
last spring by another study mission of the Committee of Foreign 
Affairs, which devoted its major attention to India and Pakistan. 

l.xtensive hearings held in preparing the legislative program of the 
past sessions provided the members with a comprehensive picture of 
United States activities abroad. ‘To bring the information up to date 
they met before their departure with the respons ble officers of the 
executive departments. Various written materials gave them the 
current trends in each of the countries visited. 
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To i sure adequate and exped tiou ovel ioe the members drew ip 

A Serie of bas questo! for each of the areas of the committee's 
respo ty. I the econo) ec anad teen | issistrinee field, for ex 
) ple. rare ked these questiol It { tec States as tance were 
topped « harplyv eurta led. ce lel the progral be continued by the 
Have t re beet ibstantial benefits to the United 

states TI | programs? Inthe information field they inquired 
the relative merit of the ditlerent communication media f r 
reaching the local population, a comparison of United States activities 
al OT oth C4 tries, and the trengt] nd weaknesses of the 
exchange-of-pel " prog! is Where the I ted States has military 
ral program the members posed estions dealing with 

me Progr g steps, perfor e of equipment d the recipient's 
operation and contributions to a utual defense progran The 
personnel in carrving out policy was a matter of particular 

: he members sought to determine the intellectual and per 
i! qualities of the individuals, their morale, how “representative” 

PY vere of the United St ites, mad the extent to which they fully 
derstand United States objectives and policies ; . 
Upon arrival in a country the study mission met first with our of 
ficials. civilian and militarv. for an on-the spot review of the local 
ituation and of United States policy These informal and frank ex- 
‘han ves were followed by nformal conferences with ranking officials 
f the local government Wherever possible, array vements were made 
to meet with private American citizens, such as newspapermen, busi- 


} 


nessmen, and educators, as well as private citizens of the local country. 
Careful planning by our officials made it poss ble for the croup to \ isit 


typical projects in which the United States is interested. 

I report is confined onlv to those matters that the members 
themselves observed or which t] ev discussed with United States and 
local citizens. The material is presented in the order in which the 
study mission visited these countries. Throughout the report the 


1 


study mIssion Has noted its observat ons and recommendations. At 
the con lusion of each section mayor observat ons and recommenda 
tions have been put in hold-face type. Security considerations limit 
that which can be made a matter of public record \ full report has 
been made to the Committee on Foreign Affairs. Additional com- 
ments have been supplied the executive branch. 
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INTRODUCTION 


The non-Communist world of the Pacific and Southeast Asia rims 
the Asiatic mainland from the Aleutians southward to Indonesia and 


Burma. On the Pacifie side t comprises a series of island groups, 
plus South Korea and the Indochinese peninsula. lo the south the 
forward positiol s standing against the Communist front are on t 


mainland, Only the Kurile Islands, north of Japan, are in unfriendly 
hands. The rest are independent states or are held by powers friendly 


to the United States. Most of the Ryukyu « south of Japa 
under United States control. Within these perimeter positiol ‘ul 
elements of United State Millitary strength as Well as local dete 
forces, Behind them, and stretching across the Pacifie, Ss a series 
of supporting bases of which Hawai unal the Maria Has are the most 


Mnportant, 

There is a natural tendency to think Tf s area as an eastern bastion 
wainst communism as Europe is the westerl bastion. Such a notion 
overlooks or oversimplifies the divisive, discordant, and oe ve 
elements in the Far East. For three centuries the Europea hat 
his ve been movine—through war, gevolution, and exolitics toward 
national independence, political stability, and economic improveme! Ct. 
The Asian nations have compressed these dynamic movements Into 
the span of a generation. Even Japan, as a result of war and occ pa 
tion. Is undergoing these e Xperiences 

The 288 million people who live in this : rea are not a homogeneous 
rroup. Neither ethnic, religious, cultural, nor linguistic ties bind 
them. Within some of the countries s zable segments of the population 
have deep-rooted associ ation with peoples beyond the borders. Such 

characteristics as the countries have In common with each other only 
Hiecaersenecgy 8 wri rather than encourage w Uy. The pressure ot 
mounting population on insufficient arable land, recurring famines, 
poor communieations, illiteracy and underdeveloped economies are 
among the principal problems that beset them in varying degrees. The 
governments that must cope with them are newly established and 
marked by factional strife, or civil war, or even foreign invasion. An 
Inadequate supply of experienced personnel, both at the policy level 
and at the technical level, makes difficult a firm and effective leader 
ship. A fervent devotion to their newly-won independence has gen 
erated an emotional nationalism that tends to distort the problems and 
denies a rational exploration of alternative solutions. Apart from 
strategic considerations, the confusion of the area, and its real and 
potential wealth—the industrial capacity of North Asia and the agri- 
cultural capacity of South Asia—make it attractive to the Commu 
nists. Conversely Communist promises seem to supply easy answers 
to difficult problems and merge readily within nationalist aspirations. 


1 
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FORMOSA 


Formosa (Taiwan) is an island about 110 miles east of the China 
mainland, lying between Japan and the Philippines. It is about 240 
miles long and 60 to 90 miles w ide with an area approximating that of 
Vermont and a Of the total land area, only about one 


fourth is arable. The eastern half is exceedingly steep and 
craggy with several vant: over 10,000 feet while the western half 

flat. fertile, and well cultivated. The climate is ¢ enerally temperate 
with winters ranging from warm to cool. Prior to the withdrawal 


of the National Government to Formosa, the population was about 
7,000,000. It is prese ntly estimated at about 9,500,000. 
Formosa illustrates the point that time changes the geographic 


significance of many places. From 1895 to 1941 it was one of the 
many portions of the Japanese Kmpire. In the Bec ‘r year t became a 
strategic enemy outpost from which the Philippines were attacked. 


sod Ly it is a strategic outpost of the free world More than that, it 

a symbol of the grim determination of the Chinese people and their 
Sin to resist the onslaught of communism. <A long period of 
Asian, and even American, history may be determined by the future 
of Formosa. 

As a Japanese dependency Formosa’s economy Was geared to the 
demands of the “Greater East Asia Co-prosperity Sphere.” Agricul- 
tural aenrgig Was increased and an industrial base developed as a 
complement to Japan’s resources. Formosans were largely barred 
from responsible positions and denied training in managerial and 
technical skills. Asa result of decisions at the Cairo conference, later 
adhered to by the Soviet Union, the National Government acquired 
the island in 1945 at the same time that the mainland was freed from 
Japanese eet Preoce upat ion W ith the enormous prob lems of the 
mainland gave Formosa a low priority. The administration of the 
island was poor, personnel and funds were inadequate, the natives we re 
treated more as a CON Ue red than as a liberated people, and limited 
progress in rehabilitation was made. Native resentment against 
Chinese maladministration mounted and flared into bloody revolt in 
1947. Administrative and economic reforms suflicient to bring order 
to the island were etfected, but the Government’s major effort was still 
on the mainland. 

The retreat of the National Government to Formosa in December 
1949 imposed heavy burdens on the island at the same time that it gave 
it a new importance in the fight against communism. Formosa be 
came more than a province; it became, and remains, the political and 
military capital of the Re ate of China. Remaining units of the 
National Army, and about 2 million refugees accompanied the Gov- 
ernment. During the first half of 1950 a justifiable sense of insecurity 
prevailed. The Government and army were disorganized by their 


mainland defeats. The publication of the American White Paper in 
August 1949 led to near demoralization. Communist capture of 
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Hx ns | land in Api } 1O50) nerenased the 1 rest Kconomic eond 
TIONS bordered on the chaot ( \ dustrial produ 
tion remained far below prewar vears. Crovernment budget deficits 


mounted due to large military require! ents. domestic prices tead 1\ 
rose, nnd currency reserves were liquidated to meet irrent needs, 
It was at this critical juncture that United States a tance spelled 


the difference between survival and extinctio for National Chn 
Both eco oni and military “al stance had been m de iwallable unde 
{ C} 1 A a Act ot 1948, nd the Mutual [> fense Assistance Act of 
1949, but thev were not delivered in time or in amounts adequate to 
LhiavVe icl of i! mipact on the | (i 101 This was not 
lue ton] of funds but to the oher p. { corded Enrope, te 
t onfused situation in the Far East. part rly China, and to a 
lev f understanding in the West of the rtance of that part of 
the world. The Griffin mission report pring of 1950 re 
nie rat i ensed econom ind techn | { e to tie I ul I { 
B is the invasion of South Korea in June 1950 that p | up 
the need 7 vigorous acti I] parts of t Far East against th 
Co! threat United Sta iS t e to Form i shifted to a 
fi i} hold gO Ope ratio? with in aid progra ot oreater volume and 
op luding the establishment, in May 1951, of a Military Assist 


ince Advisory Group (MAAG). 


The desperate plight of the land eall ror as er riety { 
i ince prog! ms than tl [ { n most othe 
\ counti Neither strict lita he f n of weapons 
or technical stance was sufficient I id to be clothed 
military facilities constructed, and fuel supplied to ceive it combat 
capac ty. sasic fac ilities s chas ] a] Wavs, D lg . a d |} irbors had 
to be improved or constructed. To chec! flation and lieve a degree 
of economic stability the United Stat St Formosa basic con 
modities. Some of these were relief supplic 1 heent refuge 
ot} ers, s ich is farm tool and fert lizer. sti ilnted nerea ed produ 
tion. Thi sale ( f many of the commod iti erved a du I purpo e—by 
sopping up excessive currency circulation it checked the spiral of 
nflat nd loeal currency spent f odities was available 
to finance local military costs. With the possible exception of Indo 


china, no other country brings into sharper focus the interdependence 
aa! ; cus 
of military an conomiec ald In the case of Formosa one witho it 


le 
thre other would be ll eless. 


From the United States viewpoint Formosa took « dded military 
slg iffeay ce with the outbreak of hostil t1e¢ } IK rea Q)n June hs 
LODO. two day after the attack on South Korea, President Truman 

ued a statement on American policy regarding Formosa. 

The occupation of Formosa by Communist forces would be a direct threat to 
the security of the Pacific area and to United States for performing their law 
ful and necessary functions in that area Accordingly T have ordered the 
ith Fleet to prevent anv attack on Formosa As a corollary of this action I am 


ealling upon the Chinese Government on Formosa to cease all air and sea opera 
tions against the mainland. The 7th Fleet will see that this is done. ‘I'he de 
termination of the future status of Formosa must await the restoration of 
securit in the Pacific. a peace settlement with Japan, or consideration by the 
United Nations 

The order did not covet niilitary engagements between mainland Com 
munist forces and the National forees holding numerous islands elose 
to the China coast. 
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This remained a statement of American policy until President 
Eisenhower, in an address to a joint session of Congress on February 
2, 1953, stated: 

Regardless of the situation in 1950, since the date of that order the Chinese 


Communists have invaded Korea to attack the United Nations forces there 
They have consistently rejected the proposals of the United Nations command 


{ 
for an armistice They recently joined with Soviet Russia in rejecting the 
armistice proposal sponsored he United Natious by the Government of India 
This proposal had been accepted by the United States and 53 other nations 


Conseauently there is no longer any logic or sense in a condition that required 


the United States Na to assume defensive responsibilities on behalf of the 
Chinese Communist This permit ed those Communists, with greater impunity, 
to kill our soldiers and those of our U1 = Nations allies, in Korea 

I am therefore issuing instructions ap ao 7th Fleet no longer be employed 
to shield Communist China Permit me “ nake crystal clear, this order implies 
no ageressive intent on our part But we certainly have no obligation to protect 


a nation fighting us in Korea 


This gave the Chinese on Formosa the first real ray of hope they 
had received from 21 Vv foreign source, ind morale rose. They were 


ho longer to be treated the same as the Communists. It should be 
noted, however, stig since the 7th Fleet has been on its current 
assignment, he ither side has attempted to cross the straits separating 
the mainland from Bovis 1. The study mission had an opport unity 


to note the disposition of the units of the 
effectiveness of its sti veille 

The study mission was interested in assessing the results of our 
multiple endeavors in Formosa. In visits to a number of projects as 
well as in talks with officials and private citizens, both American and 
Chinese, the members were cceauenl by what had been accomplished 
in less than four years. The currency has beet 1 fairly well stabilized 
for more than two years. The outstanding ‘npeennion to a visitor 
is one of order and Industry on the part of the peop le. Local officials 
have been chosen in popular elections for the first time in the history 
of China. In addition, constructive approaches to the most basie 
problems have been made. The island's natural wealth would not 
necessitate the existing austere economy were it not for the fact that 
the country lives in constant danger of military invasion. Only 
about 100 miles of water separate it from Communist China. Mili- 
tary requirements do much to shape economic policy. 


l 
Tth Fleet and to observe the 


ance Work. 


i conomic situation 


The island is almost self-sufficient in basie foodstuffs and in some 
commodities provides an export aa Soy beans somaihilith the 
principal food imports. Although substantial wheat imports are 
made, these imports release locally produced rice for export at a 
substantial advantage to the economy. Sugar alone accounts for over 
60 pe reent of the exports, followed by rice, tea, salt, and fruit. Acri- 
culture gives a livelihood to about half the population. About 25 
percent of the island is intensively cultivated with little prospect of 
increasing this because of the rugged terrain. The relatively favor- 
able picture of agriculture has not meant any lessened attention to its 
problems. On the contrary, the National Government has shown a 
sustained interest in improving rural conditions. This is due not 
alone to a desire to assure a firm base for its economy but also to 
counter the much publicized “land reforms” of the Communists. 

The special agency for rural improvement is one in which the Com- 
mittee on Foreign Affairs has an unusual interest. When the China 
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\id Act of 1948 was in draft form, the committee wrote in the prov 


oO} for the .Jo n (‘omm on ol} Rural Reconstr ection (3 ¢ RR) 
4 QO?) LOT of that act pe fied that tl e Jo nt © onimission 

h be composed of 2 citizens of the United States to be appointed by the 
Pre dent of the United Stat and 3 citizet of China to b ppo nted by the 


President of China 


ind that such ( ommis lon shall 


ibject to the direction and control of the Administrator formulate and carry 
a program for reconstruction in rural areas of China which sha Include 
h research and training activities as may be necessary or appropriate Tor 
ch reconstruction 
s | i 

The rt RR Was estab isheqd nv i) nutonomous, sem naependent oO} 
os ati respons ble. « { » Ay ’ 1} cde to the Is onomic ¢ oopel 

: —_ . ‘ : 
ith Aah tratio BEOCA I Operati Ldmiinistra 
tia Adn at) / \ part of i It now enrri uit the 

ons of a food and aericult e dIVISi for the FOA 2 ) 


Because the JCRR is a distinctive approach to agricultural assist 
t| 


ance in contrast to the methods used in other countries, the study 
MISSION Was particularly interested in its programs and operations te 
determine whether thev were capable of application elsewhere In 
other countries the empha son.and ually lin ted to, the provision 
of American technical and financial assistance without direct responsi 
bil C\ for its effective use. In Formosa the principle of ‘“Jointness” is 
practiced at all levels —formulating policies, working out programs 
and procedures, and assuming responsibility for the results. The 
constant intent isto @ive to the ¢ nese themselves the role of an active 
participant rather than a pas ve re pient of American assistance, 

ield is due to the intensive work of JCRR 


1 


\I ct of the improved \v 
| lit on to Ipportineg bas 1c research in plant 


In crop production. In ne 
breeding and seed improvement, elaborate programs in fertilizer use 


have been undertaken. JCRR has uy ported nearly 36.000 demon 
stra s of good fertilizer pract ona wide range of crops throug! 
out the In a Ieffor = TO DPrOV aed fe wate) upp VY, 1 wet 
larly important for sugar rice pl { have been supported in 
the ¥ m of te | ( i ) ( ( tery lo i heey interest 
rate to Joeal int eation distri i Fin r were thereby enabled to 
repair, extend, and generally he widespread irrigation sys 
tems on Formosa. lL) ind around La pel the study WiISSION Visited 


ric pact ty areas that rece thy have been co verted from a 1 crop toa 


2-crop annual vield isa result of Hip ved int gation. Othe measures 
designed to increase production include control of crop diseases and 
pests, crop storage, and Iya pore ved hand] hg bet ween producer and 


consumer, 

Second only to the value of rice is the value of farm livestock. 
Major emphasis has been Yiveh to lhproving the quality of water 
buffalo, the traditional work animal, and eattle and hogs. The im 
portat on of carefully sele ted breeding anim ils has eviven the island 
both improved quality and heavier weight stock. Vaccines and sera. 
ut first Imiport d, are now available at low cost to the farmers through 
local manufacture. Special traming programs have increased the 
number and technical capacity of veterinarians. Fisheries have re 
ceived JCRR attention on a modest senle, principally in the form of 
equipnient and haa dling otf catches 
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The JGRR has operated on the prince ple that well organized 
farmers’ organizations are an essential factor toward accomplishing 
any rural reconstruction program. The objective of 
a federated system of multiservice farmers’ cooperatives that is organically 
strong, democratically controlled, efficiently operated and financially secure 
alert and responsive to the interests and needs of members, and constantly 
seeking to increase its effectiveness and improve its sei es 
has been sought through farmers’ associations and rural youth organi 
zations comparable to our 4-H Clubs. Recognizing that quality of 
statf is of highest Importance, the JCRR has SUP] vorted a number of 
projects des oned to train directors, general managers and st: ffs of 
farmers’ associations. The members talked to some of these agricul 
tural leaders and were impressed with their ability and understanding 
approach. 

Che JCRR’s contributions should not be measured alone vy cold 
statistics of increased production. More significant, although less fre 
quently recognized, is the training in leadership and democratic proc 
esses it has produced among the farmers and also among officials. Such 
values are bound to be reflected in the poli tical evolution of the eountry. 


In ¢ one phase of agricultural activity Formosa stands apart from, 
and ahead of, other countries in the Far East. That s the vigor with 
which it has tackled land tenure problems with techimieal and finanela 
assistance provided by JCRR. The Government has recognized that 


the success of other agricultural policies is contingent upon the ability 
ot the farmers to own the land thes till. On pr iWmatie grounds, land 
reform in the sense of land ownership weakens Communist arguments 
for collectivization and gives the farmers a real stake in the future of 
the country. 

The land-reform program has moved through three steps: The first 
step brought about a reduction in farmland rents from an average ot 
more than 55 percent toa maximum of 3716 percent of the annual man 
crop and thereby bene ited 300,000 farm tenants. ‘The second step has 
so far resulted in the sale of more than 125,000 acres of Government 
owned farmland to an estimated 97,000 tenants and farm laborers. 
The third step, made possible by a JCRR-financed program of lan 
ownership registration and classification, will involve the sale of an 
estimated 375,000 acres of privately owned land to approximately 
240,000 farm tenants and laborers. 

Landlords are permitted to retain a small area of land for them- 
selves and are required tO Se ll the excess, amount Ing to nearly one fifth 
of all arable land in Formosa, to the Government at prices equal to two 
and one-half times the value of a year’s crop. The landlords receive 
TO percent of the purchase price in 10-year, 4-percent bonds. and 30 
percent in shares of Government-own ied industrial ente rprises. Asa 
protection ag: uinst inflation, the bonds are repayable in specifie quan 
tities of rice or sweet potatoes, r the cash equivi alent at going market 
prices. The new owners pay nites for the land in rice and sweet 
potatoes over a 10-year period. This latter progr um was begun a 
year ago. When it is completed early this year, farm tenancy on the 
island will not exceed 20 percent. In carrying out these programs, the 
JCRR has provided major advisory soon ul and financial support 
to the Provincial Land Administration, the Government agency pri 
marily responsible for the implementat aa of the land-reform program. 

The plan for compensation mav create serious problems. Interest 








Ss SPECIAL STUDY MISSION TO SOUTHEAST ASIA AND THE PACIFIC 


payments and the short maturity period add a burden to the over 
strained economy. Inflationary pressures may make the bonds un- 
attractive. More important for the national economy 1s that portion 
of the compensation plan that will make the former landlords indus 
trialowners. Industrial expansion and development are Goverument 
financed and conform to its needs, thus making it more difficult for the 
Government to clivest itself of control ana responsibility. The econ 
tinued issuance of shares against existing plant has overpriced the 
industries so that the value of stock given the former landlords has 
fallen through an overwatering. If the Government does permit 
industries to pass under the control of former farm owners, there is 
a serious question whether they will have the capacity to provide 
intelligent direction over a vital area of the nations economy. 

On the other hand, farm ownership has evoked an enthusiastic re- 
sponse among former tenants and has given them an important stake 
in the future of the island. The study mission members spent several 
hours with an elderly farmer who was a beneficiary of the program 
This was the first time he had owned the land he worked. His plot 
was about three acres of wet (paddy) land and about five acres of dry 
land. ‘The former is two cropped. Through the local equivalent of 
extension services he has diversified his produce. Under the guid 
ance of local authorities he has improved his home. The brick struc 
ture with its two rooms and kitchen and separate, detached quarters 
for livestock has become a model for adjacent farms. 

On the industrial side the newly organized Industrial Development 
Committee (IDC) performs a somewhat comparable function. 
United States personnel sit in IDC meetings as observers. Its task 
s to screen and supervise all projects, both dollar and counterpart 
(local currency equal to the total of American goods and services), in 
the industrial segment of United States aid programs. This is partie 
ularly important since industrial development programs, unlike those 
in agriculture, require heavy capital outlay. Hence the approach 
has been a compromise between grandiose plans and the practical 
situation. With United States funds the Government has contracted 
with the American firm of J.G. White Engineering Corp. to work out 
a systematic plan of development and provide technical engineering 
services. Within the last three years the emphasis has shifted from 
rehabilitation and maintenance to capital development projects in 
power, transportation, mining and manufacturing in order to help 
Formosa become economically self-supporting. 

Manufacturing, providing about 20 percent of the national income, 
is a matter of particular concern to the IDC since it offers the best 
possibility to absorb additional workers. The cotton textile industry 
now produces enough to make the island self-sufficient in standard 
lines of cloth. Chemical fertilizers, which before the war came 
largely from North Korea, are produced locally in increasing 
amounts. If present production plans are adhered to, the output by 
1956 will save foreign exchange equivalent to the total capital in- 
vestment. Other lines of industry which are well established and 
capable of further development include machinery, aluminum, ship- 
building, paper, cement, salt, ceramics, sugar and petroleum refining. 

To utilize assistance, external and internal, most effectively and 
relate it to all phases of the nation’s economy, the National Govern 
ment established an Economie Stabilization Board in 1951. The 
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board was reorganized last summer and its jurisdiction broadened and 
clarified. As the highest planning, coordinating, poli ‘ym king, and 
supervising body in charge of the nation’s economy, it will direct all 
economic affairs in Formosa on the national and eae level. 
Placed directly under the Executive Yuan, the new board incorpo 
rates and takes over the fimetions of a number of smaller organiza 
tions. The board has under it four committees: finance, trade, and 
prices : coordination ot United states ald activities and counterpart 
funds; regulation of budgetary and tax matters; and oversight of 
agriculture and fishery affairs. In addition, the LDC, described 
above. works In close coopel ition with the EKeonomie Stabilization 
Board. 

‘These favorable developme hts represent no small achievement whet 
one considers the obstacles that had to be overcome. But the study 
mission also found cnause for con ‘ern. Economically there are some 
danger sions on the horizon. sugar exports have fallen due to the 
slump in the world market. Increased 1 ‘ice consumption has reduced 
the export surplus. Both of these have adversely affected Formosa’s 
forel 10Nn ex hi ange and forced the Government to clamp down on 1m- 
ports. Military expenses are heavy. Manpower and equipment ac- 
count for 85 percent of the Government’s budget. The recent deprecia 
tion of the new Taiwan dollar on the open mal ket isa sion of straitened 
circumstances and a warning signal. 


Milita vy safuation 


It isthe military ] rob aabbaaaga ip ease 1e eCOnOnIL problem more dif 
ficult of solution. The National Government is cuaaiaea to return 
ing tothe mainland. Any other policy ahaa, admission of deft Li 


Its army is built around units that accompanied it to Formosa. Except 
for later refugees, the principal source of re rt bac ment 
native Formosans. These are inducted for l pet od « misie service 
after which they return to civil life subject to recall in an emergency. 
The island’s population puts obvious limitations upon the size of the 
military establishment. 

(Jualified observers are in agreement that combat eflicienev is con- 


stantly mounting and morale is high. These are attributable to a 
number of factors: but under the existing circumstances it isa diffieul 


task to maintain morale at that high level. President Eisenhower's 
orders to the 7th fleet proved a psychological shot in the arm. The 
effect was to deny the Chinese Communists any advantage a the 
presence of the feet, although neither side has vet attempted to 
cross the straits separating the mainland from ii cae Sire 
United States military equipment has been provided, including 
modern aircraft. Under MAAG direction the reorgan ization of the 
army has been started, but the system of political commissars within 
the army impedes full military control. Nevertheless, the Chinese 
Government, having experienced the defection of troops in the past, 
feels that political indoctrination is as essential as the training itself. 
Logistical support is still the most serious deficiency. Ammunition 
shortages are being overcome through increased local production. 
Many valuable machine tools were salvaged from the mainland and 
are turning out a variety of light weapons and ammunition. 
42591—54——__-2 
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One of the lea t understood fent ives of the current Situatiol is the 
presence of sizable Nationalist forces on many of the islands that dot 
the China coast. Some of the smaller islands have changed hands but 
most of them, including many strategically located, have always been 
under Nationalist control Si me of these islands guard the ap- 


proa es to Formosa and their retenttor is considered essential by the 
National Government. With adequate equipment they can serve as 
ining stations for raids by air or sea. Chev otfer convenient bases 


for the interception of Chinese Communist shipping in the straits. 
More than that. their loss would de la blow to the National Govern 
ment’s prestige and reduce the chances of a mainland attack. Such 
recent Combat experience as the Nationalist forces have had has been 
from forays conducted against the mainland from these islands and, 

nversely, defending the islands against Communist attacks. Nation- 
alist raids have tied down about 500,000 Chinese Communist troops 


and obtained valuable intelligence information. The cessation of hos- 
tilities in Korea causes grave apprehension that the Chinese Com- 
li} { will now mcen ife turever Tol acro tiie Strait pported 
by tested eqt pment and pers nel Phis is o reason for the recent 
tightening of security controls 
Of equal concern the matter of replacements. Inadequate num 
De] will pu h the Army’ ive to a point where its combat ¢ apabilities 
] ] AST t obser el iwree that t ie decisive date \ il] be in 
ven Thus the Government must weigh the possibilities 
1 ! lena HVasiol 1) ha ife Ive otential, or risk 
danger of supporting a overaged military chtalslt shment. It 
nmindful tl] it the Chinese Communist may choose to sit this 
e out The choice of alternative ope o the National Govern 
ment ean only be made in the light of many interrelated factors not 
1 ‘ | f wl hod thre rol of th Ui ted State 


13\ Far Eastern standards Formosa ChHIOVS a high literacy rate. It 


esently estimated at 75 percent and is steadily rising. More than 


SO percent of school age ch ildren actu: lly atte nd sc ‘hool. High, hor 
ind voeational si as have a tal enrollment of over 100,000, 
Phe six institutions of higher learning have 7.000 students, of whom 


Lp Pp VON mately half attend the National Taiwan University. The 
present student population is about 1.2 million or about one-eighth of 
the entire population, 

\vreements were rea hed in late 1952 between the Taiwan ‘Teachers’ 
College and Pennsylvania State College for establishing within the 
former a department to train vocational education teachers who will 
be able to meet the demand for training industrial technicians. Sim- 
ilar collaboration between the Taiwan College of Engineering and 
Purdue University has led to revisions within the engineering school 
to relate its courses more closely to present day needs of Taiwan 
industry. 

As the study mission traveled through other parts of the Far East 
and South Asia, it was impressed by the sage meme available to the 
National (rovernment to attract overseas Chinese for higher edu- 
eation in Formosa. Primary and secondary education for overseas 
Chinese can be obtained loe ally, but there is no Chinese university in 
Southeast Asin. Even where there are no admission bars to Chinese 


attendar - at lnea] universities +h Pe Nrener tar Vv training rar ~pIvead +7) 
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(Chinese schools ft ri t f ‘ Ni ore 
many Chinese who vw tol tr 
tegrity preter to look Tor their advan ( oO oO Chinese 
context. This reduces their choice to o t possibilit c 
munist China or Nationalist ¢ 

The Chinese Communist regime has made special efforts to attract 
students from the overseas communities. Edueatic free and s 
sequent en plovment is assured, About 1 pere tof the 70, places 
for students in higher education in Communist Cl] Lare re 
for overseas Chinese, although the latter represent less that pe 

| 

of the mainland populat Ol). In contrast, Formosa i wes 
In ifs Overcrowded university for overseas Chinese. Security sere 
Ing and measures are at present so stringent on Formosa that it is 
virtually impossible for nonresident Chinese to enter unless they are 


members of the Kuomintal yy, it is understandable that the Grover 
ment should take every precaution to prevent ililtvation of Co nu 


hist agents an lemploy every Ineasure hecessary tO prov de security for 


the island. Nevertheless, the study missioi wlleve that thes 
barriers ought to be reappraised In order to e) ibie more overs 

Chinese to study in Formosa. (part from the prolessiol i ts 
tney cal brine to Tie National Vroverhme » they ‘ ~( eu i 


influent vl | nik bet weel that vovernment and the overseas Ch st 
communities, 
The study mission is of the opinion that both American benefactors 


! ’ 1 1 ; 
and the National Government should give more consideration to the 


° | } ] } 
devel pinent OTF additional educational fa iL tle on kormo Ll. Lhe 
ant } 1 1 ; 
capture of the mainland by the ¢ mese Communists brought to a 


halt a lone pel od of creditable activits by \Lmerica philanthropy 
mn China. Uneertainty as to Formosa’s future undoubtedly explains 
some of the hesitation to use these philanthropi funds on Formosa. 
This uncertainty has been dispelled. In other cases bequests made 


for the support of institutions China proper cannot be diverted 
to other areas without court action. The possil lity ot modifying 
such Deg lests to perm { their use on I rhiie i ) «| be ‘ xplored 
those administering the beque t= 


The National Government has been hesitant to allow est iblishment 


of foreign supported educational institutions on Formosa without 
some measure of control, including the curriculum. This stems from 
the experience on the mainland where several of the foreign supported 
and controlled educational institutions were heavily infiltrated and 
used by the Communists. | addition, some Chinese in the hope ot 
returning to the m ulland have been relu tant to build up large edu- 


cational institutions in Formosa. The study mission believes that 
a] 


the National Government should do all it can to encourage the develop- 


including Those finnzneed 1) \ outside 


ment of educational facilities 
sources that have previously demonstrated their friendship for the 
Chinese. 

Since L950 the Fulbright program has been Inoperative due to the 


demands on counterpart for more urgent economic and military pro- 
orams. These demands still eX1STt, but the stu V Mission believes that 
the National Government should consider diverting small amounts 


of counterpart in order to revitalize this important program. 
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Horizontally the National Government organized under tive 
ranches in accordance with the plans of Dr. Sun Yat Sen—executive, 
rislative, judicial, control, and examination. One unique feature ot 


ie constitution is the provision reserving a certain number of seats In 
the legislature for women, for overseas Chinese, and for occupational 
roups The constitution makes each branch mutually ndepe ndent 
nd coeana] In practice power has moved to the executive branch 
inder the Premier, who is appointed by the President. The latter 
positior ivgvests a constitutional role not unlike that of the British 
King In 1948 the National Assembly conferred upon the President 
d emergency powers to govern by eclict. President Chiang 

Ka hek simultaneously is Chief ; f State, Commander 1 a ot 
e armed forees. and Se ae ae Kuomintane part In 
the first two capacities he can exercise }is power downw ard 1 proagh 
the ei in executive and administrat ve apparatus of the state, as well 
! rh the Nn hitsary estab] ha ent. As lender ot i pares foul ded 
mothe pri ple of central zed authority and organized to parallel the 


Government, he can use the party to apply horizontal pressure at 


1 


nost levels of government, parth ul rly at the top where the other 
four branches of government are nominally independent of him as 
} et ¢ xecutive, 

Despite the loss of the mainland for which the form of government 


is designed by the constitution, the Government functions vertically 


if three ditferent levels- central, provinelal, und loeal. The with 
ra i] to Formosa has produced un anomalous situation. Terri 
fora lV, I ation al a ce are now cotermibous, ind the resultant 
Wdministrative duplieation and overlapping are both confusing and 


Xper sive, 

I he departures from the constitution are e Xp ylainable by the pressing 
military, economic, and social problems with whie h the Government 
has had to cope, Considering the absence of a democratic political 
tradition in China, the significant fact is how much democratic spirit 
has been infused into the country and how well it has survived a series 
of crises. 

The confidence the country has in the President derives from his 
long period . demonstrated leadership and unwavering devotion to 
the cnuse of an independ nt China. The development of this confi 
dence has ot naslow and tortuous process. Many of the present lead- 
ers are themse ‘Ives elk derly. W hile some new b lood has been infused, 
none has had the apprenticeship in the many fields that will permit 
him to take over the multiple responsibilities now held by the Presi- 
dent. More important is whether any successor will remember that he 

the temporary custodian of vast powers. Many Chinese devoted 
to the devel — of a secant tradition in their country, as well 
is friends of hina, are properly concerned that no successor, dedi- 

iter to this tradition, has Vel appeared, he continuation and 
r of this tradition require increased and immediate 


In contrast to some other countries, the study mission noted on For- 
mosa an amazing composure and vitality of spirit. Defeatism has 
ot overwhelmed the peop le. Their long history has pre pared them 
to hold fast in adversity, determined to preserve the great tradition 
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of which they Know they are the custodians. rhey face the future 
with lperturbability be ause they can look back to their overthrow of 
the Manchu dynasty, their subjugation of the war lords, and 14 years 


of resistance against Japar ; The Republ ce of China was the first to 
recognize the nature of world communism and as early as 197 Cave 
It the on ly major set-back it suffered until its defeat in Greece in 1947. 
Pheir withdrawal to Formosa has not lessened their determinat 
ultimately to build again a free China. 

Indicative of the spirit on kor Osi So ork of thr e { 


Women's Ant \goression League. Since its foundation almost fo 


years ago by Mad: 


l - im ~ 
branches a) ity-l ‘ 4 oO! ) Lhe Leag < 
rs two broad >} ritl ay Vv 
| the first fleld e We | 1 a t r | i ( ‘ 
ey and useful reich 1 { rmead i OV ( ree ent \ 
nt 0 the t) opernte { rt 
t} children of serviceme }? yw ( | I 
etter understanding of WOrid sit rv ! 
{ olin t ry,a of rnin { \ 
i e La L polis Is thie publica mm of ) t Oo ( fol l 
. Pou} | Horak Grol > | l 
these a Vities are draw fron ill soela i tal ) ( 
rickinel nea higl ornie al na the ¢ ese ‘ Lu o one ¢ thre 
PLip rtant ci pmocratic eXpPTesslol | Lie A i | i OG 
vell serve as a model for other countrie 1h Cre ‘ 
/ try , 7 j 
Tf it pol to that J 
C‘omn bists I ( } te! t Ont lk 
ind pursue thre 1) it ] yt { a 
\mons t | ele ©] OT trenet that hia ( ( 
Lee Chie Nat il Gro l t ire 1 1 t c 
nd I d States ed ind litar Ipport Phe alte 
di nution of any of | valet 4 ( f ‘ I 
the National Gov rie but ) i be t ) of ¢ ] 
feat. There w he s¢ otion for hin 
t } ] Ie it Oo er 
The I ( \ t ec a t ’ t¢ 
N tiny) 1 Ta tis met - ] yr ‘ ; } 4 I ‘ ] 
none assistance must accompany military a he sta 
ot the Gover hie l nderon ls ] | ! el t) KI) 
recommendation the studv missio1 s not unmindful of the defi 
cies of and difficultie ed by the National Government But t 
considerations must always be borne in mind. First is the imple fact 
I 
that the alternative to the present Government is a regin » dedicate 
to our destrnetior Second the capacity for improvement shown by 


the present (sovernment No one who has stud lI the accomplishment 


of the past four ven made m dey the most adverse col dition scan fail 
to be impressed by t he vitalitv the N itional Gover) ment has show? 
More Important, our assistance i! vwhere sho ld not be recarde ias a 


reward for past performan ‘e but as a recognition of presel | probley 
If it is in our national interest to continue material assistance, it 

is no less important to continue moral support. To do otherwi 

would nullify all of ovr material aid and forfeit the support of t] 
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peoples in the Far East who are standing against comn unism. Much 
of the streneth of the National Government is derived from the 
continued recognition accorded it and from the maintenance of its 
position in international organizations. ‘The seductive argument that 


would transfer this support to the Communist regime is based upon 
a consideration ot expediency and so-called realism. Lf anything 1S 


realistic, it is the simple fact that the Chinese Communists, despite 
their vrip on China, are a regime uncompromisingly dedicated to 
further agerandizement and disruption. Much of the present tur 
moil in the Far East is clear evidence of their plans. It is not a 
matter of living and let live; it is simply a matter of living. 


About 1214 million Chinese, exclusive of those on Formosa, live in 


Kar Eastern countries outside China. ‘Their distribution is estimated 
is follows: 
Japan 144.000 (about 20,000 are Formosan Chinese; most of 


the remainder are second- and third-generation 
Chinese born in Japan). 


Vietnal 1,000,000 (about 5 percent of population). 
Cambodia 300,000 (about 10 percent of population). 
Thailand 3,000,000 (about 16 percent of population). 
Malaya and Singapore 2,750,000 (about 45 percent of population). 
purma...... 300,000 (about 1.5 percent of population). 
Indonesia 2,000,000 (about 3 percent of population). 
Philippines 300,000 (about 1.5 percent of population). 
Sarawak 150,000 (about 25 percent of population). 
British North Borneo 75,000 (about 22 percent of population). 
hei presence poses p roblems for themselves as well as for the 
LoVe ments within whose jurisdiction th \ live. The poli 1esS ot 
the Chinese authorities with respect tO Overseas Chinese affect the 


National Government’s and the Communist regime’s relations with 
the countric of Southeast Asia, all of which countries are inclined 
to be fearful of the extension of Chinese political nfiluence from 
whatever source. Political activities amone the overseas Chinese 
by either the Chinese Communists or the National Government tend 
to impair their relations with the Southeast Asian countries. The 

hinese Communists, for ex: miple, have rece} tly suffered not or ly a 
setback in influence among the overseas Chinese but also have aroused 


considerable apprehet sion and resentment in these countries because 
ot then political activities and that of off als representing the 


Pe Iping regime. 

While numerically a distinct minority in most of the Southeast Asian 
countries, except Malaya, the eCOnomic position of the (¢ hinese and 
their concentration in urban areas have eiven them an Importance far 
beyond that suggested by their numbers. In contrast to the acricul- 
tural orientation of the bulk of the Chinese on the mainland, the over- 
Seas Chine se bv and large are concerned with business and nonaeri- 
cultural pursuits. Sociologically they represent a large part of the 
middle Cc ‘lass in the coul ntries of thei ur reside nce, Thi S preoccupation 
with commerce b y overse: as Chinese is due to a number of factors, some 
of which are: (1) economic opportunities, at the time they arrived 
on the ake cheb Asian scene, In areas undergoing rapid commercial 
and industrial expansion under the stimulus of western colonial gov- 
ernments: (2) the ambition of most Chinese to accumulate sufficient 
capital to permit them either to return to China or to augment the 
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economic fortunes of their home clans. tro made them interested 
not in acquiring land, as is traditional in China, but in making and 
saving money; and (3) the privileged aula which they enjoyed 
in colonial territories where indigenous native enterprises were often 
deliberately discriminated against by colonial authorities. 

With the rise of nationalism and the emergence of independent 
governments in Asia, the political position of the Chinese minorities 
has become Increasingly precarious. The poli ies of the Southeast 
Asian governments towards resident Chinese minorities vary, but in 
veneril they have moved toward ine reasing economic, political, eau 


cational, and social restrictions, Lo protect themselves from } yssible 
Chinese domination anc potential subversion, local voverlmenhts have 
pursued policies which have engendered a sense of insecurity among 


overseas Chinese. 

The collapse of colonial vovernments and postwar eee 
have intensified the uncertainties and difliculties of the overseas C} 
nese communities in many areas. Chinese participation in the anti- 
Japanese resistance movements projected many Chinese directly into 
the local politic: al scene In m: my areas, They became involved in nei 
Communist and anti-Communist, pro-Japanese and anti-Japanese, 
procolonial and antiecolonial conflicts In northern Viet-Nam the 
memory of the unpleasant Chinese military occupation in the postwar 
per 1od ha is sharpe ned local animosities against the ¢ hinese commumMuUnIty. 
In Indonesia, on the other hand, extensive massacres of Chinese during 
the period of the Indonesian struggles for independence from the 
Netherlands left deep sears on intercommunal relationships. About 
one-third of the Chinese refused to apply for Indonesian ¢ itizenship 
— nthe op portunity was offered them, and now over 600.000 Chinese 

1 Indonesia retain only their Chinese nationality. 

The growth of Chinese nationalism has hindered Chinese assimila- 
tion and identification with the countries of their residence. The Chi- 
nese nationalist movement took strong root in overseas communities 
in the early decades of the century. Since then the Chinese National 
Government and the Kuomi ntang have sought to extend their 
influence among the overseas Chinese by developing: (1) the use of 
Mandarin as a national language; (2) Chinese education patterned 
on that of China; (3) Kuomintang political organizations: (4) 
the economic ties between overseas Chinese and China: (5) the in- 
creased flow into China of overseas Chinese remittances: (6) inereased 
diplomatic protection of overseas Chinese; and (7) arrangements per 
mitting and encouraging overseas Chinese to acquire dual citizenship. 
The Chinese Communists appear in these respects to be following the 
general lines of approach nae «1 out by the Chinese Nationalists with 
modifications made necessary by the postwar emergence of independ- 
ent countries in Southeast Asia el the situation created by their 
participation in the cold war struggle ects the free world and the 
Soviet orbit. 

The overseas Chinese are caught nh a highly ambiguous posi it! ion as 
the following elements suggest: 

Both local discrimination and cultural loyalty incline many of the 
overseas Chinese to look to some Chinese authority for support and 
protection of their interests. In general they have hopefully antici- 
pated the rise of a strong Chinese Government capable of supporting 
them. 
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Zz Lo the degree that overseas Chinese look abroad for Support and 
are ibject to external imfluences, they arouse the apprehensions ol 
their host countries and tend to limpair the stab lity ind Security ol 


Southeast Asian countries. 


Bot the Nationnl Government and the Chinese Communist 
regime attenipt to eXercise the role of protectors whd compece tor ovel 
eas Ch ese Support, Which tends to arouse thre fen and hostility ol 
TiC hd gee t sot ( | As bet ( \ “1 

| ( eluate Ips ana ttituade ot thie host e ntries W th respect 
to For i versus the I land have a bearing on the external oriel 
tative of the ove ( PX( } u ties, alhhoug Tile | io il 
Ities of « ( ( le Th pernicd e obvious Tocus of 
{ 
i i ( ¢ ( ! dably have good 
O ¢ DO Vitle They ile ( 1 to lent 1 thie 
roe I thie b) eVe rye Onn if lie QC) thre 
{elit l j t ( hese mOLITICS } very rough Wierte 
ibout { ( ext elated wit IK | tanoe 
( i \ ‘ 1 ips tires rou is 
( \ ! ers of the Cl e Natio 
‘ I Lie ile re tt lit le Cor hi - Ol Pre 
( ) A£X010O1 oOperale nae? i ous guises, » as 
I NM I LOT I | land, na tol ive that the pi ra) 
erent e been two tot ee tine is humero B mayor 
( Wotla 0 he SLL} he mong t ¢ Poo Iv edu tea 
( ! ot wi ee) Ve T te re wid a } 
Su] npathy for the hinese Communist reg ay 
: cline a gy overseas Chine n the past twe 
il This shift of opini rainst the Communists may be due to 


G 1) Communist confis 
eation and redistribution of land in South China dealt a heavy blow 


tot! Hes OF many Overseas Chinese and has been much re ented: 
( 1 rts of bad Dustine conditions, confiscatol taxes and purges 
( the} | qd outrage the ( hes¢ ense Of Justice wel] i hit 
thie terests ° inv of th Ving’s aha remittances oT overseas 
«| ere lost through confiscation or “reforms”: (4) many of the 
oversens Chinese lost relatives and friend n the waves of exeeutions 
nd nel ive taken plaee in China: (5) reports of Insecurity 
loctrination and excessive political organization have dashed 
1 reformist” expectations of many overseas Chinese: (6) 
the } Sti ctions of local Com nist groups- close ly idel tified 
\ ( ror the Chinese especially in Malaya and Tha land, and t ) 
esser degree in Indonesia and the Philippines, have discredited 
ds sare ed fear of both communism and Conmunist China: (7) the 
iver stand taken by Southeast Asian governments against local 
( t activities has made support for Communists, and espe 
ertlly the Chinese Communists. less profitable. 
Properly handled, this shift of attitude by overseas Chinese ean 
be turned to the advantage of the National Government. The fact 
that it has become increasingly a one-party government has meant 


that it has not been able to appeal to non-Kuomintang groups and 
to develop a united front anti-Communist movement which takes into 
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account a broad range of non-Communist opinion. Preoe upied with 
strenethening Its positiol on Formosa and level ping ts mil Cary 
strenoth, the Natio} al Gover ment has not ittempted to restate 

political doctrines or redraft its political programs to take account of 
the ideas and Opimnlons ot hon Con MiuinIst oversea 2 hese Who are 
not supporters of the Kuomintang. By showing a solicitude for the 
interests of overseas Chinese without offending local sensib es thie 
National Government stands to increase its influence amo & this 
group and to improve tts international stature. The dividends that 
may accrue to the National Government from a judicious approach 


to this problem can be a decisive factor on its future role in the Far 
East. 

The United States should not alter its policy of recognizing the 
National Government of China and of supporting its right to 
China’s seat in international organizations. Communist China 
must neither be recognized nor admitted to any international or- 
ganization in which the United States is a member. Great gains 
would result for the Communists, but for the free world only 
great losses and no conceivable gain. 

It is in cur national interest to continue economic and military 
assistance to the National Government. 

The principles underlying the organization and operation of 
the Joint Commission on Rural Reconstruction (JCRR) are 
sound, as evidenced by its success on Formosa, and should be ap- 
plied in other countries wherever possible as a means of pro- 
moting greater local responsibility. 

Increased efforts to attract overseas Chinese to study in For- 
mosa would strengthen the influence of the National Government 
at home and abroad. 
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KOREA 


In 1905, after the Russo-Japanese War, the Kingdom of Kore: 
became a Japanese protectorate ; : in 91a it was formally at nexed by 
Japan. The United States, the United Kingdom, and China agreed 
to a free and inde pen dent Korea in the Cairo Declaration of 1943 to 
which the Soviet Union subsequently subscribed. Upon the collapse 
of Japan } in 1945. United States and Soviet forces entered the « ountry 
to disarm Japanese troops. Oster bly as a measure of military 
convenience to accomplish this objective United States troops occupied 
the area south of the 38th parallel and invited the Soviet troops to 
occupy the area north of that line. Although the Allied Powers 
were pledged to restore the ndeper dene of a unified Kore a. if SOO! 
became apparent that the Soviet Union was unwilling to carry out 
its pledge. ‘The issue was submitted to the United Nations and under 
its auspices South Korea Was established as the Rep ublic of Korea 
on August 15, 1948. 

The 38th parallel divides the Korean Peninsula into approximately 
two equal parts. The combined area of North and South Korea is 
shghtlv larger than Minnesota. Before the North Korean invasion 
In June I yO, about 21 million people lived in the it pl bli of Korea 
and about 9 milli on in North Korea 


Even a casual visitor to Korea can grasp the impact that the war 
has made on the country. Seoul, the « ‘apital city of the Republic. was 
fought over four times. Few buil lings ore intact and shacks that 
serve as homes dot the city. Plaesnata nuit the Republ ¢ more than 
600,000 homes were destroyed. There are 214 million refugees and 5 
million destitute—about a third of the population. War damage is 
conservatively estimated at SL billion and | million lives were lost. 


It is obvious that first consideration must be eiven to the bare 
subsistence needs of the populace. 


Heonomie situation 

Prior to World War II, Korea's economy was developed in response 
to Japan’s requirements. A reasonable balance was achieved with 
heavy industries and hydroelectric power resources concentrated in 
the north and consumer goods industries and agriculture in the south. 
The management and operation of Korea’s economy as well as its 
administration were in Japanese hands. The bulk of the population, 
however, was — in agricultural pursuits. The peninsula’s rice 
vield was diverted to Japan to cover that nation’s deficit. Japan’s 
defeat was followed bs the repatriation of the 800,000 Japanese living 
in Korea, including all the trained personnel. More important, the 
division of the peninsula along the 38th parallel made impossible the 
maintenance of a balanced economy. ‘The 21 million who lived 
South Korea were heavily dependent upon United States assistance 
to sustain themselves and work out some kind of a viable economy. 
In the fiscal years 1946 through 1950 the United States furnished 
economic assistance of more than $430 million for these purposes, 
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Such progress as the country had made toward sta! ‘lity and develop 


ent was wiped out by the North Korean invasion. No facet of 
Korea's e onomy has escaped the effect of three yea rs ¢ f conflict. In 
Widlition te the physical destruction, particularly of large cities, there 

il ‘ te and widesprena shortave ot tor lstull . Fas muaterials 
equipment. and techy 1] ki} cue to the war dem ds of the armed 
forces and the minimum subsistence needs of the civilian population 
Unbalanced budgets, inflation, black-market speculation, shortages in 

uusport, industry, agriculture and housing, and unemployment 

il¢ rie ( miry 

Korea’ economy since the invasion can be ¢ ‘ussed Only the 
framework of | nited States and United Natio efforts. Their eco 
home a Si ce was no less de ve than their m tary efforts. Int 
Cle | \ the Kieht! \rmy’s activities were regarded ag L pol e action, and 
O ste} vere taken to deal with civil affairs. In July 1950, t! 
| ted Nations Security Council reque ted the | nited State to handle 
civilian relief. This responsibility was assigned by I on <A 
to the commander in ch ef, United Nations Comma dl IN¢ v 
hn September 1950, at which time civil assistance wa ransferred from 
ECA to CIN(¢ UNC. To handle this constantly enlarging function 
CINCUNC t up a Korean Civilian Assistance Command (KCAC) 
us part of the military Org@auniZation. Like any in litary eoverninent 
unit, its job has been to deal with the emergency needs of the civilian 
population, such as food, shelter, and medicine, in the area of military 
Operations, Since the Re public of Koren (ROK) continued to fune 


tion thror ehout the conflict and to extend aid in areas not immedi 
ately in the military theater, KCAC has worked closely with the 
Grovernment in Oly ing technical advice and assistance and supervising 
the distribution of relief supplies in Korea. Funds for KCAC have 
been voted by Congress to the Departn ent of the Army as Civilian 
Relief in Koren (CRIK). 

The United Nations first approached the problem of civilian relief 
in October 1950, when it established the United Nations Commission 
for the Unification and Rehabilitation of Korea (UNCURK). The 
primary objective of this new bedy was to effect the establishment 
of \ sno independent and democratic Koren and, as a subsidiary 

k, to assume responsibility for such relief and rehabilitation fune- 
tions as the General Assembly determined. When the Chinese Com 
munists entered the war, the primary objective became more remote, 
and United Nations emphasis shifted to economic assistance. In 
December 1950, the United Nations Korean Reconstruction Agency 
(UNKRA) was set up to deal with relief and reconstruction, and 
UNCI RI receded into the background. 

The operation of a civilian agency in a combat theater raised an 
issue as to UNKRA’s role. In a memorandum of understanding be- 
tween UNC and UNKRA a clarification of the respective responsibili- 
ties was agreed upon. During the period of active military operations 
and for 180 days thereafter, UNC would have full authority for all 
civilian relief and rehabilitation. After that, UNKRA would as- 
sume responsibility. In the interim it was agreed that UNKRA 
would devote itself to planning and to building up its personnel, who 
may be detailed to UNC, and would undertake such projects as were 
mutually agreed upon. 
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The efforts of the Korean Government to run its economy impinged 
on the relief program. To bring about a coordination of play ning 
and operations, an economic and financial aid agreement was entered 
into in May 1952, between the ROK and the Unitied Command. The 
agreement provided for t he establishment of a Combined KE ‘onomie 
Board (CEB) com posed of a representative of CINCUNC and of the 
R OK to deve lop an “overall program designed to provide maximum 
oe to the military off ort of the United Nations Command in Ko 

4 FO ‘heve the hi wrdshiy s of the people of Korea, and develop ast ible 
* guaategrieier este 

By late 1952 new elements were entering the picture. The military 
front was fairly stubilized and th » possi of an armistice not too 
remote. Rehabilitation projects, as distin from relief projects, 
took on added Import wmce U hl ted sstautes f ll ad ( 4 RIK were re 
stricted to “emergency re lie f and could not be used for reconstriu 
Lion, H nce UNKRA’s activities were ste pped lb. Meanwhile. the 
ROK efforts to build up its military forces further unbalanced its 





Du loret and stimulated more inflationar pressure 
These fa ‘tors led Presider { Eisenhower to send a spe al representa 


tive to Korea, Dr. Henry J. Tasca, FOA mission chief in Rome. 
Investigate ways and means of strengthenins Korean economy it 
the heht of the secul tv objectives of t! I d Stat and the ited 
Nations. Late In June 193, Dr. Tasca made his report in wh ch he 
recommended a completely integrated program for hef, rehabilits 
tion, and defense support of Koren. relief operations of KCAC 
We lq nue, t! operations of UNKRA w id | e| iter i | 
both tf the wou L tele Oy} vl | il ro) to pl ad { 

r'\ 1)} tothe RON forces fo carry out the. ry coord 
tion the President appointed Mr. C. Tyler Wood Econ 
Coordinator for Korea. Mr. Weod assumed his duties last A 

The re vonsibilities of the Coordinator are threefold: (1) to estab 
lish overall economic and fiscal poll ‘ies within which economic as 
sistance programs ean be earried out: (2) to give economic and fiscal 


advice to the Ri Ns an d (3) to coordinate the aid programs to assure 


maximum results and integration with ROK resources. “ for pro 
gram development and implementation, respons bility is divided be- 
tween UNKRA and KCAC on a functional basis. NKRA is re 
sponsible for industry, fisheries, mining (exclusive of tungsten mining 
which is continued under the surveillance of United States agencies), 


edueation, ho isin 9 pow er and Irrigation, forestry andl flood control. 
KCAC is re sponsible fora igriculture, transport ition, communieations, 
public works, relief and welfare, he i: h, and - stribution and end use 
checking of all aid coods. The fi ul ure of ot her rovernments to con 
tribute their share to the work of U NIRA will make it ne essary to 
assion some of UNKRA’s functions to other agencies. With his 
power to direct the entire program the Coordinator is free to reassign 
the functions of either agency, in accordance with a memorandum of 
understanding bet ween the Coordinator and UNKRA 

On the fiscal side the Tasca report called for ap proxim: itely $1 bil 
lion to be spent over a 4-year period. This sum would supplement 
and be closely coordinated with other funds available from ROK 
foreign exchange, UNKRA programs, various types of United States 
Army assistance, and private contributions. For the current fiscal 
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year the integrated program would derive from these sources $62 
million. It was admitted to the study mission that this is an cokueie 
tic program and that one in the order of $520 million is more realistic. 
The $200 million made availab le out of De ‘partment of Defense sav 
ings as a result of the armistice is now being expended through FOA 
as part a = current program. 

While the study mission was in Korea, negotiations were in progress 
between the two me mbe rs of the Combined Economic Board Mr. 
Wood and the Prime Minister of Korena—to work out an agreement 
for a program of financial stabilization and economic reconstruction. 
The agreement was finally signed on December 14, 1953. Counterpart 


le posits (local currency equal to the total of American woods wd 
ervices) will be administered by the CEB with a view to covering the 
legitimate financial needs of programmed investments as well as coy 
ering eligibl expenditure items in the ROK War Account budget 
ind for such other purposes as may be agreed upon. The proceeds 
of the ile of a 1 vood ess costs of their ternal d tribution will be 
used to 1 ce the indebtedne 5 ot the ROK to the Bank of Korea 
Credit eXpansion of the Bank of Korea and commercial banks is 
limited ¢ > billion hwan al nually, except for credit oranted for the 
purpose of n ak he counterpart deposits and credit extended from 
the counterpart funds. It is estimated that the total credit expan 
3101 lich can ce without endangering the financial stability 
of the country would be about 11 billion hwan this vear. Thus, in 
flationary pressures are at work. The problem is to keep them from 


getting out of hand. 

South Korea at the moment is neither at peace nor at war. Al 
though hostilities have ceased, the disturbing essentials of a war econ- 
omy persist. Not the least of these is the plan to enlarge the army to 

~U combat ready divisions to defend the country against the recur 
rence of Communist invasion. Military equipment and direct mili- 
tary support items will be supplied by the United States, but troop 
maintenance will have to come from the ROK. Long overdue pay 
increases will add to the cost. The entire Korean budget is not enough 
to support the army. Moreover, a military establishment of that size 
will deprive the country of the manpower needed for rehabilitation. 

Internally, recovery plans are colored by conflicting economic and 
poli tical attitudes. P resident Rhee and his associates feel strongly 
that capital projects, such as factories and power development, merit 
as mue A emphasis as more immediate relief and recons struction proj- 
ects. Capital investments to show confidence in the future of Korea 
are as important psychologically and politically as they are econom- 
ically. If Korea’s economy is to achieve any degree of viability, the 
study mission believes that increased attention should be given to long- 
range projects. Certainly the functional organizational pattern 
worked out between KCAC and UNKRA supports the conclusion that 
long-range projects will be an important phase of the reconstruction 
program. The more that funds are diverted to capital projects, the 
greater the need for trained personnel to execute the projects. Presi- 
dent Rhee expressed to the study mission his firm determination, as 
a result of his previous experience with a multitude of foreign eco- 
nomic agencies in the past, not to turn over the management of his 
country’s economy to non-Koreans. Thus the Coordinator has a 
special responsibility to determine his personnel requirements with 
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unusual care and to ascertain that they are operating with the maxi- 
mum efficiency and tact. As of December 1953, 852 United States 
and UN personnel were engaged in relief and reconstruction. About 
half were military personnel under KCAC, working at the provincial 
level. Almost 3,000 Koreans were employed in this work. At the 
same time, it may be expected that Congress, in voting any aid, will 
want to determine whether the gap between available funds and 
accomplishment results from inadequate or insufficient personnel. 

While high level planning and organization have been evolving, one 
type of grassroots assistance has been operating during the combat and 
evel more intensively and successfully since hostilities ceased. That 
is the voluntary contributions given by the men who have been doing 
the fighting. It is a story about which the free world knows too little, 
yet it has benefited many communities that live within range of enemy 
fire. The study mission spent most of a day in the I Corps area ad- 
jacent to the cease-fire line and saw for itself how much has been 
done. ‘This corps is composed of American units. But the United 
Nations units, including Korean units, from divisions down to com 
panies have caught the infectious spirit of helping the Korean peo- 
ple. General Taylor and his predecessors may be exceedingly proud 
of this humanitarian endeavor. Certainly the members of the study 
mission are proud. 

North of Seoul in the town of Uibongju the study MIssion visited 
a school, a Protestant church, a Catholic church, and a hospital, 
all made possible by donations from our forces and built with Korean 
labor. More than $12,000 has been raised for the school by I Corps 
and an equal donation principally in labor and materials made by 
local citizens. The school serves about 1,500 students a year, attend- 
ing on a 2-shift basis. The old stone Methodist church, dating back 
more than 40 years, was destroyed. In its place is being built a 
Protestant Memorial Church honoring American war dead in Korea 
that will become the property of the Methodist congregation in 
Uijongbu. The money for this structure, $7,500, was received through 
one Sunday’s chapel collections by the Protestant chaplains within I 
Corps. Similarly, the old Catholic church was destroyed. A native 
Korean priest, Father John Lee, appealed to the men of the corps 
for aid in building a new church. Within a short time more than 
$5,000 was raised which, with funds given Father Lee by his bishop, 
made possible the present imposing stone edifice. 

The original civil affairs tent hospital had deteriorated to the point 
where it was becoming unserviceable. Through the efforts of the doc- 
tors, nurses, truck drivers, other indigenous employees, and civil af- 
fairs military personnel assigned to the hospital, and the donation of 
more than $2,000 by interested local citizens, the present installation 
was built. Very little material assistance was supplied by any official 
organization, and there were no issues made from Army stocks. The 
permanent building includes an operating room, 2 outpatient clinics. 
and a 12-bed ward for critical and surgical patients. The balance of 
the installation is in improved tents and repaired buildings. 

Political situation 

The primary political objective of the Republic of Korea is the unifi- 
cation, independence and freedom of North and South Korea. The 
78-year-old President, Syngman Rhee, has made this his life work. 
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He is not content with the independence and freedom ot part ot the 

v. ‘This view is shared by all Korean leaders, c1\ ihian and mili 
tary. Toachievethis purpose, the Korean Government has consistently 
advocated military action to drive to the Yalu River and has vigor 
OUSLY ¢ pposed th armistice whi th \ ould leave thre eou try politically 
divided for more than a short time. On June 18, 1953, the ROK 
CGrovernment temporarily disrupted armistice negotiations by unl 
laterally releasing 27,000 anti-Communist prisoners of war. In sub 
UL talks with Assistant Secretarv of State Walter S. Robertson 
ind Gen. Mark W. Clark. President Rhee agreed in writing not to 


tice for at least 90 days after the post-armiustice 


port l conference was in se on. 
| ( urrent issues have flowed from the armistice—the repa 
{ \\ prisonel nd a ISSO iO Do | conference 
W the study mission visited Korea, the first of the was slowl 
ly roe ved cle pite the dilatory tactics of the Communists The 
period provided the armistice for the pn ers’ release has nov 
eXp { Che Neutral Nations Repatriat re Commission has turned 
over tothe United Natio Command more t n 2? 000 North Norear 
ind ¢ nese (S000 and 14,000, respectively ) who refused to return 
ve nee ) rt len ec. Pn ee htrast to thi only about 3 0 chose 
i Cl under ce Nis} Most of these were South IXoreans. 
Never hefore had mel Who lived under communism been gmiven an 
pp tu ty to make a free choice betwee ‘ munism and treedom. 
1) the attachments of he ite less Slenay S peronhit ean 
to 1 ! ( ti t co | ( 1 ( 
| il blow of t verdict a \ MePOp TE t | Mt 
I | mieqinate l ul is hee! erven thi hy mu of the pre 
\\ let ( ona 0 ( it} prisoners r¢ \ e te 
{ ( hit 1 cpta tic ( 10 ( ( = aeeper nye ’ 
ing of the resistance was glossed over. This was an unparallele 
eppol ty to publ he en who have been under commut 
! LC agall it when oiven a free choice. ss li¢ Ud such an opportunity 
present itself again, the study mission urges that every medium of 
expression available to the free world exploit this tangible proof of 
free mn appeal over and over again. 
Lnaer t stice rreement India furnished all the troops neces 
rv to handle the repatriation work. In t le process of carrying out 
eniment hich American observers believe they did very 
ell). tl Inchians learned a few hard facts. President Rhee, who 


not convinced of India’s impartiality, refused to allow Indian troops 


to transit Korea in order to reach the demilitarized zone. They had 

1) low from American carrier lving off Korea. A prisone? 
re mice to explanations mounted, the Indian troops realized the 
depth of feeling on the part of those who did not want to return. 


If the facts were fully reported to the Indian Government, it might be 


‘ favorably disposed toward Communist China. 

Dos] the apparent liquidation of the prisoner issue, one point 
that ! ever been cleared up is the fate of the 3.000 Korean civilian 
lenders who were captured and taken north during the summer of 1950. 


\ large proportion are still in prison, and it is believed that their 
ilized. The study mission recommends that the 
United Nations Command make every effort to ascertain the facts 


with a view to securing their release. 


skill ire being uf 


ae eR 
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The armistice agreement provided that both sides recommend to 
the governments of the countries concerned on both sides that not 
later than October 28 a politic: al conference be held “to settle through 
negotiation the question of the withdrawal of all foreign forces from 
Korea, the peaceful settlement of the Korean question, ete.” As early 
as February 19, 19: 02, almost a year and a half before the armistice 
was signed, Adm. C. Turner Joy stated to the Communists at Pan- 
munjon that the “ete.” in this quotation did not “relate to matters 
outside of Korea.” Since last October attempts have been made to 
agree upon a time and place for the conference. The study mission 
met with the American representative, Ambassador Arthur Dean, and 
has only the highest praise for the manner in which he was stead- 
fastly carrying on a most diflicult assignment. To refer to the meet 
ings with the Communists as “negotiations” is to use the word 
inaccurately, The sessions were marke al by delay, diati ibes, and 
personal vilification that made it necessary, as a measure of national 
dignity and personal self-respect, for Ambassador Dean ultimate sly to 
withdraw from the sessions. On the basis of its observations the study 
mission recommends that the executive branch not alter its position 
for the sake of arranging a conference. If such a conference is agreed 
upon, our representatives should withdraw promptly if and when the 
Soviet and satellite representatives revert to their i tactics. 

In anticipation of Communist tactics that would simply transfer 
abuse and delay from the preconference period to the conference itself, 
the Republic of Korea and the United States have declared their in- 
tention to coordinate their efforts at the political conference. The 
joint statement issued by Secretary of State Dulles and President 
Rhee included this point. 

If, after the political conference has been in session for 90 days, it becomes 
clear to each of our Governments that all attempts to achieve these objectives 
have been fruitless and that the conference is being exploited by the Communist 
delegates mainly to infiltrate, propagandize, or otherwise embarrass the Re- 
public of Korea, we shall then be prepared to make a concurrent withdrawal 
from the conference. We will then consult further regarding the attainment of 
a unified, free, and independent Korea which is the postwar goal the United 
States set itself during World War II, which has been accepted by the United 
Nations as its goal and which will continue to be an object of concern of United 
States foreign policy. 

The United States has no intention of weakening the Republic of 
Korea’s position. Available information indicates that the Chinese 
Communists are incorporating North Korea under the facade of 


“inde pe ndent” vovernment. The threat that poses to the Rep bhie 
makes if Imper: itive that there be no diminution of United States 
support. The strenethenine ot the ROK forces is only one step 


to help Koren defend itself aeainst renewed Communist ageression 
The withdrawal of two Ame 
by President Eisenhower, should not be interpreted as any reduction 
in United States strength = or alteration of our purpose toward 
that country. It is merely the rearrangement of our forces in the 
light of new deve lopments. 

In response to Korea’s request the United States has entered into 
a mutual defense treaty as a formal assurance of our continued interest 
in that country’s security. In the event of an armed attack in the 
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Pacific area on either country “in territories now under their respective 
administrative control” each will meet that danger in accordance with 
its constitutional process. Thus, the Republic of Korea is assured of 
United States support in its defense. ‘The treaty is not applicable, 
however, should the Republic of Korea move north. 

The study mission is acutely aware of the many almost insurmount- 
able obstacles to Korean unification. It cannot be expected that the 
Communists will give up in peace what they were able to hold in war. 
Unification must be sought in the larger framework of negotiations 
embracing many other issues. It is that approach that gives President 
Rhee understandable concern lest his country be a pawn in power 
politics. 

As in Formosa, the influence of the leading personality, in this case 
President Rhee, is the fulerum of political stability. None questions 
his patr iotism and devotion to what he believes to be the best interests 
of Korea. We recognize the difficult complications in a situation where 
people have not had an opportunity to develop democratic processes 
due to Japanese control, a divided country, prolonged war, and a con- 
test of personalities. Despite these difficulties there is ground for op- 
timism regarding the future of Korea because of the fortitude and 
resilience of the people, their unwavering steadfastness and will to be 
free. We sympathize with and desire to help the efforts of the Korean 
people to work out under these handicaps a government both respon- 
sive to the will of the people and strong enough to be independent 
and stable. 

Relations with Japan 

Korea’s long domination by Japan has left a bitter residue of anti- 
Japanese feeling among all Koreans. This attitude colors the judg- 
ment of Korean officials. When the study mission was in Korea, the 
most contentious issue between the two countries concerned the waters 
separating them. The Republic of Korea has proclaimed part of the 
seas beyond the 3-mile limit to be its territorial waters closed to Japa- 
nese fishing and has seized Japanese vessels entering the waters and 
fined and imprisoned their crews. Japan understandably does not 
recognize this unilateral proclamation. 

This obsession injects itself into United States relations with Korea. 
The latter is reluctant to engage in trade with Japan and fears 
Japan’s economic gains resulting from the Korean conflict. Because 
of the deep hostility, Korea will not utilize Japanese technicians. 
Many Koreans be lieve that the United States is basing its security 
plans for the western I acific on Japan even at the expense of Korea. 
As an example, Korean officials stated to the study mission that the 
United States was granting aid to Japan under conditions more favor- 
able than those to Korea. This is not the case as the members pointed 
out by reference to the legislation. The complaint of Koreans about 
having the United Nations Command headquarters in Japan has some 
merit. The study mission explored this matter with our officials, call- 
ing attention to the political and psychological benefits to both Korea 
and Japan of transferring our headquarters either to Korea or 
Okinawa. The effect of such a transfer would impress more strongly 
upon the Japanese that the occupation is over, would stimulate Japa- 
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nd reassure Korea of United 
States determined interest in Korean independence and security. 

The Korean people can be proud of the part played by the Re- 
public of Korea forces in defending their nation. They have 
made a record that may well serve as an example to other Asian 
nations menaced by Communist forces. 

American policy must continue to recognize Korea as an im- 
portant anti-Communist outpost and to support the goal of a 
free, independent and unified Korea. 

United States and international assistance should make pro- 
vision for the development of capital projects as part of the 
Korean reconstruction program. 

United States representatives to any conference seeking to 
achieve peace in a unified Korea should withdraw promptly 
whenever the Communists or their satellites give evidence of 
using the conference not to seek agreement but to engage in 
propaganda, abuse and delay. 


nese thinking about their rear hiament, al 
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JAPAN 
Economic situation 
Any analysis of Japan’s present difficulties, whether economic, 
politic al, social or international, invariably traces back to a single fact: 


“too many peop le On too little land.” At the end ot the war territory 
under Japa ‘s control was reduced by 52 percent. leaving it with an 


area equal to that of California. But only 17 percent of the land is 
arable. Such @ains as cnn be made by reclamation are offset by land 
taken out for nonfarm use. In 1945, 73 million inhabited Japan. An 
mnual natural mere iaenial more than 1 million, together with 5 million 
repatriated Japanese, has moved the population to 87 million. Thus 
Japan has a population lens tv of 5,600 per « ultivated square mile 
compared with 213 in the United States. his is shehtly less than 


one-sixth of an acre per person. 

Although Japan is the most industrialized country in the Far East 
sometimes referred to as “the Germany of the Orient”—it is basically 
an agricultural country. One writer has noted that agriculture 
still provides the largest single domestic market for the manufacturing industry, 
provides raw materials and food which are indispensable to the nation’s produc- 
tive capacity, serves as the reservoir of industrial manpower and absorbs unem 
ployment at least partly in times of depression through its family system. * * * 
Even the financing of the industrialization of the nation * * * was achieved with 
the capital obtained from agriculture by means of taxation 

Its prewar food deficits were covered by food imports from the 
Empire. Today larger food deficits must be paid with foreign ex- 

I 
change. In 1952 2 food imports cost $606 million. The flood damage 
of the past year which d 20 sate about 20 percent of the rice crop will 
raise this figure considerably. The a mission was informed that 
it may seriously reduce Js apan’s dollar reserves. 

Such economic recovery as the enaees has made is a result of the 
diligence of its people, a benevolent occupation policy and unforeseen 
eee nal events espe en the war in Korea. During the occupa- 
tion e Japan received about $2 billion of materials, not provided or paid 
for by its own exports This was American aid in the form of 
GARIOA (Government and Relief in O ‘cupied Areas). Since 1950 
the sales of goods and serv ices to United Nations forces in Japan and 


Korea have lare gel replaced this ad. Perso! 1 expendi tures of for 


elon) milit: ary personnel ind their depe ndents, referred to as a “*} built-in 


tourist trade.” are about 2 million dollars a ; iy. Despite large erternal 
trade deficits Incurred in this perl d, these iles made it possible for 
Japan to increase its total foreign exchange reserves to about $1.2 bil- 
lion by mid-1952. Since then the \ have steadily declined. Unofficial 
estimates supplied the study mission indicate a drop to $800 million 
‘si the end of the present fiscal year and in another year they may fall 
to $500 million. 

While a settlement in Korea will reduce this source of foreign-ex- 
change earnings, it is not expected that this diminution will be as 
rapid as many believe. The continued presence of United States forces 
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and » Korean reconstruction progr: im will provide an imports int 
source aa dollars to Japan. Another possible source ot continued 
special dollar earnings may be “offshore ——— an woeen S = 
goods for the milit: ary defense and economic devel opme nt of Southea 
Asia. In any case, these special earnings provide only a temporary 
and partial solution for the problem of i apanese external payments. 

The expansion of foreign trade is the only long-term alternative. In 
1952 Japan’s foreign trade was less than one-half the prewar volume. 
Given an increased and increasing popul: ition, it is not sufficient for 
Japan to regain the prewar level. Commerci: al exports for 1951, the 
best postwar year, were $1.4 billion. To reach prewar pe reapita levels 
of foreign trade for the present population would require about a 
three-fold increase of exports. 

The study mission — ‘d into Japan’s trade problems and found 
a variety of factors. The following are among the principal 

The dissolution of the Empire and the creation of new states in 
Asia with their own trade patterns and with a desire to build up their 
internal economy have cut down the availability both of raw materials 
and of markets for Japanese goods in the Far Eastern area. Fears of 
“low cost” Japanese competition and unfair trade practices originat- 
Ine im the prewar period have not been forgotten by many of the 
Asian countries. Neither has the Japanese occupation during the war. 
These attitudes present a complex of economic, political, and 
psychological factors that deny Japan easy entrance into potential 
markets. In this connection the attention of the study mission was 
directed to postwar legislation and administrative regulations in 
Japan that recognize the importance of maintaining fair trade prac- 
tices and of protecting foreign industrial property rights. The prewar 
economic monopolies, dissolved during the occupation, have not been 
re-created ; but there is a tendency toward the recombination of certain 
trading firms and of some industrial companies. Proposals have been 
laid before the legislature to relax the antimonopoly laws to permit 
eartelization under certain conditions for the purpose of meeting 
foreign competition. 

The inability of Japan to trade readily in the Far Eastern areas 
has made it necessary to bring higher cost industrial raw materials 
from much greater distances. While the United States has tradi- 
tionally been a major supplier of raw cotton for Japan’s use, Japan 
now also imports from the United States coking coal, wheat, barley, 
rice, SOY beans, and iron ore. 

3. Obsolete and outmoded plant equipment has handicapped large 
segments of Japa ese ndu stry. The Japa ese recognize tl is and 
have sioned technical assist: ince contracts with humerous foreign 
companies, principally American, to overcome it. 

4. Japan’s merchant marine, the third largest in the prewar period, 
was destroyed during the war and has not yet recovered its position. 
The bulk of her foreign trade is conducted over greater distances in 
foreign bottoms. At the same time the foreign exchange previously 
earned from supplying shipping services is not available. 

5. A sharp decline in the demand for silk, at one time Japan’s 
most important dollar source, together with a general slump in the 
textile industry, has unsettled one of its most important industries. 
To compensate in part for this Japan is giving increased attention to 
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heavy industrial exports. Apart from the difficulty of securing ade- 
quate raw materials, these industries have not had competitive export 
experience. In the prewar period they were run as subsidized in- 
—r sae reel > uy economy. 

3. Japan’s foreign indebtedness is, for the most part, unsettled. A 
satisfac tory agreement has been reached with creditors holding prewar 
bonds payable in dollars and sterling. While Japan has ac ‘knowledged 
the moral obligation to pay for United States economic assistance ad- 
vanced in the form of GARIOA funds, negotiations on this point have 
not yet begun. Reparations settlements, provided in the Treaty of 
Peace, have not yet been made with Indochina, Burma, Indonesia, and 
the Philip pines. The total of claims advanced by these countries has 
bordered on the astronomical, and di a may be antic ae in 


working out a satisfactory aereement. Until this is done, economic 
relations between these countries will remain limited and uncertain. 
Trade with mainland China poses a difficult domestic problem, 


not alone because of economic factors but because of strong political 
overtones. During the 1930’s Japanese imports from China (includ- 
ing Manchuria and the Kwantung pe ninsula) averaged 10.5 percent 

f Japan's total imports while exports to China were about 17 percent. 
These figures were achieved in a period when Japan enjoyed a pref- 
erential trade relationship with China. Without that they would 
undoubtedly have been much lower. Among the more important 
imports were coal, iron ore, soybeans, pulp and lumber. In 1952 im- 
ports from China were 0.73 percent and exports 0.05 percent. 

During the past year Japan (with United States concurrence) has 
progressively removed nonstrategic items from its embargo list. It 
is too early to determine the effect of this policy. Estimates supphed 
the study mission indicate that if all controls were removed, trade 
with mainland China might total $100 million. Japanese traders 
have moved with caution toward any resumption of ties with China. 
The Chinese Communists have not ove — d their cumbersome trade 
practices and terms have not been attractive. In preference to multi- 
lateral trade they cling to the narrow barter agreements. Last 
October, shortly before the study mission arrived, a group of Jap: nese 
concluded with Communist China 21 barter deals « ‘alling for the 
exchange of specified con suet: in the amount of £30 million during 
1954. 

Increased pressure has come from the more conservative political 
and economic elements as well as the Japanese Communists to expand 
trade with the China mainland. With an anticipated trade deficit for 
1953 of $1 billion it is increasingly difficult for the Government to 
resist appeals to expand trade, no matter how small the increase. The 
Government’s position is made more difficult by the general knowl- 
edge that most Western European countries are exporting to China 
some nonstrategic commodities which Japan embargoes. The study 
mission was advised that since the conclusion of the armistice in Korea 
this pressure has mounted. In the elections last spring the Liberal 
Party lost its majority and must depend u — the support of other 
parties to maintain itself. The second largest party is the Progressive 
Party which favors trade controls with mainland China no more re- 
strictive than those imposed by Europe. 
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Neither statistical evidence nor economic analysis supports the con- 
clusion that trade with Communist China will provide the permanent 
stimulation Japanese industry needs. It could only be conducted 
upon conditions and terms suitable to the Communists. The closer 
the economic ties with the Chinese Communists, the easier it will be 
for them to manipulate the Japanese economy in a manner entirely 
favorable to their plans. Japan’s temporary gains from that trade 
may well be offset by heavier and more permanent losses elsewhere. 
There would be no disposition « on the part of the United States to 
extend economic aid to Japan if the net result of such aid improved 
Japan’s ability to increase its trade with Communist China. Nation- 
alist China has already served notice that it will not deal with Japa- 
nese companies trading with Communist Chi 

= is In a precarious economic situation. The hustle and bustle 
of 'T till obseure that. Each budget statement makes gloomier 
reading, but the country is exhilarated by a spending spree and is pre- 
occupied with material considerations. It has had no time to read 
gloomy reports. Strong medicine is needed, but the prescription is 
certain to be unpalatable. The most encouraging sign is that the 
leaders are beginning to recognize the situation and, as a first step, 
are Moving toward greater austerity in Government spending. 


De f 7US¢ 


Japan has necessarily moved slowly in the direction of providing 


for its ow ee This situation arises both from the constitutional] 
prohibitions on rearming and from popular confusion and miscon- 


ceptions. Many Taonten quate multary strength with militarism 
of which tl ley have an honest fear. They have not forgotton the dis- 
asters brought upon their country by the ventures of the prewar mili- 
tary leaders, It will be ne = for the Ja panese themselves to de- 
vise safeguards within their const tutio ial framework to assure civil- 
lan control over the military. Japan’s leaders have had limited gov- 
ernmental experience in this field. 

Article 9 of the Japanese Constitution renounces war and states that 
‘land, sea, and air forces, as well as other war potential, will never 
be maint ined.” That article had United States approval. Now it is 
a difficult task to convince the Japanese that there is a sharp and fun- 
damental distinction betwee n strengthening their forces for their own 
security and embarking on a rearmament program. Prior to the 
study mission’s departure, the representative of ” Prime Minister, 
Mr. Ikeda, and Assistant Secret: ivy of State Walter S. Robertson held 
oy iia talks on this subject. No commi ee nts were made but 


t became ppare nt that man ya lated Pp roblems had to be dealt with 
simults aneously. The study | mission made particular inquiry into this 
subject. Not the least of the problems is a cael « unawareness by 
most vagen ese of the nature ‘of the Communist threat to them. This 
was evident in conversations that the study mission members had as 


they coastal about Japan. A number of Japanese spoke of the im- 
portance of rearming if the Communists attack and were oblivious to 
the caleulated subversion practiced by the Communists that would 








SPECIAL STUDY MISSION TO SOUTHEAST ASIA AND THE PACLFIC 33 


make rearming useless, if not impossible, were it delayed until 
an attack occurred. Others were reluctant to increase sharply the 
relatively light tax burden they now carry with practically no defense 
forces to support. Re: armament would also mean deprivation of es- 
sential commodities, reminiscent of prewar days. Some were con- 
fident that United States troops would remain in Japan and thus 
provide adequate safety at little or no cost to Japan. No single group 
opposes rearmament more th: an th e women. Enfranchised and polit- 
ically conscious, their vote can be a decisive factor 

The national safety force has an authorized strength of 110,000, 
augmented by a coastal safety force and a maritime safety board. 
These have been provided with United States equipment on a loan 
basis. The basic question that must be answered is how far and how 
fast this force should be strengthened. At some point it may be neces- 
sary to amend article 9. An amendment requires the concurring vote 
of two-thirds of all the members of each house, followed by an affirma- 
tive majority vote of those voting in a special referendum. To meet 
these requirements a proposed amendment must have large and en- 
thusiastic support and its adoption would undoubtedly take a consider 
able period of time. 

W Y hin existing law arrangements can be worked out between the 
two Governments ~~ will permit a steady increase in defense forces 
over the next few years. The on suit of such a policy will entail ju- 
dicious handling by both countri . Japanese leaders must enlighten 
the public on the nature of the danger to their security and the counter 
me sone that must be adopted. They must ae give the people ade- 
quate reassurance that there will _ no resurgence of militarism. The 
precarious financial situation of Japan will create opposition within 
the Diet to any proposals for increasing defense expenditures. 


1 
} 
Ou 


The apparent calm produced by the Korean armustice has already in- 
duced a sense o Smeal weency. Qn our part, we must make clear to the 
Japanese that the presence of our forces in Japan cannot be construed 
as a perpetual commitment to provice for the full defense of their 
country; th at sooner or later, om forces w be “"ptease Lo ” \t the 
same tune that we urge upon them a greater assumption of the bur- 
den of their defense, we must be mindful of the political and economic 


] 
} 
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consequences that may flow from a policy of too great haste. 
Anti-Americanism 

The study mission was concerned with the reported growth of anti- 
Americanism in Japan. This matter was explored at some length 
with our officials. No single act or circumstance has engendered this 
feeling. Nor is there hostih Ity toward the U1 ited States by either 
the present i nt or the majority of Japanese people. The 


increasingly critical attit eS s from several sources: 
(1) A resurgent natio ism marked by ee 
sire to end Sha ieueniined's and regain full freedom of action and 


treatment as equals ; 
(2) Irritation caused by the presence of large numbers of 
United States troops enjoying special pri 1 : 
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3) Frustration at the reversals in American policy occasioned 
by changed circumstances vi hich for ecl them to disarm and how 
prods them torearm: and 

(4) A desire for a greater degree of economic independence as 
evidenced by the mounting demands for increased trade with 
( hina ; 
Of these four the first holds the oreatest potential danger for con- 
tinued friendly relations between the two countries. 

Present-day nationalism has not developed the blatant qualities 
of prewar nationalism. To the visitor it usually is not evident. But 
to resident Americans it shows itself in oblique ways. ‘There are some 
who feel that these surface manifestations hide a deeper explosive 
force that may some day erupt. The study mission sought explana- 
{ions as toits cause anal its meaning. The explanat ions, though varied 
and expressed in different terms, point to readjustments within Japa- 
nese society 1n re spons e to its changed national status. 

The old order of J: aps whatever its weaknesses, had developed a 
set of values and re cata that gave social stability. The war and 
the occupation destroyed or undermined these. Leadership and an 
ordered hierarchy of a type which the Japanese knew and understood 
disappeared in a swift and undemonstrative social and economic rev- 
olution. The Emperor's role was reduced, the heroes destroyed, and 
the established values weakened. So long as the occupation continued, 
it provided the leadership. That leadership is gone. The old indig- 
enous |e adership has been discredited: the new is diffused and weak. 
It might be exp rected that the Diet would provide the focus. The 
bickering of parliamentary parties, which is understood by the West 
but is unfamiliar to them, tends to undermine public confidence in the 
capacity of the Diet to move forward and to bring the whole parlia- 
mentary system into disrepute. The inclination to postpone hard 
judgments in favor of easy answers suggests an element of drift dan- 
verous to the we ‘fare of the country. 

This poses a dilemma for the United States. If the situation con- 
tinues as at present, Japan at best will be an unsteady ally and may 
eravitate into the Communist orbit. If we encourage the rebuilding 


of the old values, they must be those the Japanese want. The danger 
in this case is that Japan will return to the old attitudes that are the 
eause of her present difficulties. The study mission’s attention was 


called to a few signs that suggest the direction of Japanese thinking. 
Anti-monopoly laws are in the process of revision; decentralization 
of Government is slowly giving way to centralization; and there is 
evidence of Shintoist revival. 

It is in our national interest to help the Japanese reestablish them- 


selves. To follow suc h a Course, WIth all the subtlety and sophistica- 


Bon is 23 volves, will tax poheymake iS. diplomats, and lemislate rs 
like Che study mission is aware that it cannot spell out a fixed 
course of a tion In pursuit of t] obie tive, lt believes that the bases 
fol ich anti-Americanism as exist have ot been adequately diag- 
nosed A full understand he is the first step toward evolving a policy 


that will lay the basis for a durable partnership. 
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Japan must expand her foreign trade in order to procure essen- 
tial raw materials and sell her products. If these markets can- 
not be developed within the free world, it has no choice but to 
trade more heavily with the Soviet bloc, particularly Communist 
China. It is in our national interest to enable Japan to compete 
in the free world’s markets. 

United States troops should be withdrawn from Japan as rap- 
idly as the Japanese can develop effective forces, and American 
military headquarters should be moved from Japan either to 
Okinawa or to Korea. 

United States policy toward Japan has been marked by vacilla- 
tions that have produced frustration and confusion among the 
Japanese. During the occupation Japan was disarmed, now we 
are urging it to rearm; we released Communists from jail, now 
we are pointing up the dangers of communism. 

The Communist threat to Japan, both from within and without, 
is more serious than realized, and more consistent and steadfast 
leadership by the United States is essential. 
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HONG KONG 


The British Crown Colony of Hong Kong comprises an area of 
about 391 square miles. It includes the island of Hong Kong and the 
mainland peninsula known as Kowloon and the New Territories 
(sometimes called the Leased Territory). The harbor is the channel, 
almost a mile wide, between the island and the mainland. Twenty- 
two miles up the peninsula the narrow Shamchun River separates 
Hong Kong from Communist China. Most of the 17 miles of bound- 
ary between the two political entities is fenced, and one railway and 
one road provide the only entry into Hong Kong from China. 

A graph of Hong Kong’s population movement is really a graph 
of China’s history. ‘The last official census in 1931 gave the popula- 
tion as 850,000. On the eve of World War II it was 1,800,000, and at 
the end of the war 500,000. By 1947 it had risen to 1,800,000. Esti- 
mates supplied the study mission put the present number at 2,300,000, 
of whom 99 percent are Chinese. The permanent European and Amer- 
ican residents number about 20,000. 

The increase between 1945 and 1953 takes on added significance 
when one considers the condition in which the Japanese left the city. 
Trade and industry, the lifeblood of the colony, were paralyzed. 
Docks, harbor facilities, and public utilities had been demolished. 
Three-fourths of the European homes and 40 percent of the tenements 
were uninhabitable from fire and shelling. ‘Through intensive recon- 
struction efforts, the Colony recovered much of its prewar position by 
i949. Then began the latest flood of refugees. By 1950 more than 
20,000 were entering Hong Kong each week, until British and Com- 
munist authorities clamped down on both sides of the border. 

Refugees and Resettlement 

Most of the more permanent Chinese inhabitants are engaged in 
agriculture and fishing. The rest earn a livelihood from activities 
connected with commerce, local businesses and industries, mining 
and construction work. Not all the refugees arrived destitute. Among 
them were once prosperous business and professional people who had 
salvaged some of their capital or equipment and brought with them 
skills and talents. This group immediately set about building fac- 
tories and industries. The results of their efforts give Hong Kong 
some of the most modern factories in the Far East, especially in tex- 
tiles and plastics and, at the same time, help relieve the acute unemploy- 
ment problem. Others have established small shops in nondescript 
structures and are self-employed or employ a small number of 
individuals. 

Hong Kong’s population has never been evenly distributed over 
the Colony. The urban area, about an eighth of the Colony, con- 
sists of the island of Hong Kong and the town of Kowloon on the 
tip of the mainland peninsula. The balance is referred to as the 
rural area. Increases in population over the last 20 years have 
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always meant a direct increase in the urban area popul: ition while the 
rural area has been almost undisturbed. The terrain of the colony 
is generally hilly and rocky, and flatland suitable for building is 
particularly scarce in the urban area. Only 10 square miles of the 46 
square miles of that area are populated. Ninety five percent of the 
refugees entering Hong Kong since 1949 have moved into the heavily 
congested urban area. As a result there is not only intense over- 
crowding of tenement flats but the surplus who cannot obtain or afford 
accommodations resort to squatting. Squatters have moved to open 
Government land, bomb-damaged sites, and the flat rooftops of tene- 
ment buildings, generally building for themselves small, unheaithy, 
and ill-ventileted wooden shacks. In many places these are closely 
grouped together in concentrations of several hundreds without any 
provisions for sanitation. 

Squatter areas constitute an ever-present danger to the health of 
the colony. They also provide a constant danger to life and property 
as a ready source for the outbreak of fire. The first squatter fire in 
January 1950 rendered 15,000 homeless. The most recent and the 
most disastrous, occurring shortly after the study mission visited 
the colony, was in December 1953. It destroyed the homes of 60,000 
people. Within a matter of a few days, the United States had ar- 
ranged to transfer $150,000 under the Mutual Security Program for 
the relief of the victims of the fire. The material and psychological 
results have been excellent. 

Since late 1951 the Colonial Government has tackled the problem of 
squatters by setting up resettlement areas in the urban area as near 
the centers of employment as possible and in more hygienic surround- 
ings, where they may have some security of tenure and reasonable pro- 
visions for sanitation and fire prevention. When the study mission 
was In Hong Kong, it was told that more than 40,000 persons have 
been neva to the 17 resettlement areas thus far established. 

The study mission visited the resettlement area near Chai Wan, ac- 
companied by Colonial Government officials. This is an area in the 
process of transformation from tumbled-down shacks to new hous- 
ing. Most of the hillside is still covered by the shacks. About a fifth 
of the area consists of the new housing, fireproof rows of attached two- 
room flats each with a small kitchen. Settlers either own their new 
quarters or are in the process of acquiring them. The Government 
provides roads, paths, drains, latrines, street lighting, water, and 
sanitary services. 

Many small industries have been established in the squatter areas. 
Working conditions are very poor and in many cases the work is of 
a hazardous nature when carried on in wooden huts. Some of the 
more destructive fires have started in these shops. To reduce this 
danger, sections have been set aside for the resettlement of small work- 
shops and factories. 

There are no facilities for cultivation in resettlement areas, but 
many settlers have taken a distinct pride in their new homes and 
planted shrubs and creepers to give them shade and privacy. Schools 
have been provided by religious and charitable organizations with a 
building subsidy from the Government as well as a maintenance sub- 
sidy. Clinics and welfare centers have been set up in several areas, 
and more are planned. Small markets with stalls are located at cen- 
tral points in each area. 
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Aid Ree fugee Chinese Intelle tuals | A RCI ) 

One particular effort of American philanthropy which the study 
mission examined, deserves mention—the effort for relief, rehabilita- 
tion, resettlement, and reemployment of those who are called intellee- 
tuals. In no country has the influence of the scholar been greater than 
in China. No other foreign country has sent as many of its young 
men and women to the United States for their training. From the 
time of the earliest missionaries and the return of the Boxer Indemnity 
to China for use in sending students to America, most of free China’s 
leaders have been trained in American institutions in the United 
States end in China. As a result, they became steadfastly oriented 
toward the democratic West rather than toward militaristic Japan 
or Communist Russia. Not one of the top Chinese Communist 
leaders is American trained. 

Among the million and a quarter refugees who fled to Hong Kong 
rather than live under the Communists in China, were more than 
10,000 who could be classed as intellectuals—educators, doctors, law- 
yers, engineers, writers, agricultural specialists, administrators, chem- 
ists. More than 2.000 held degrees from American educational 
institutions. These were at once the most valuable and the most help- 
less among the refugees. Their capacities are not those which enable 
them to compete with peasants and workers for the only kind of 
menial jobs available. They saw the United States spending hun- 
dreds of millions of dollars for assistance to refugees in Europe and 
the Middle East, and not a penny for those in Hong Kong, the largest 
single group of political refugees in the world. They were slowly 
deteriorating. In desperation some committed suicide. Others re 
turned to Communist China which has always welcomed them because 
it needs their talents and skills. 

A voluntary committee, Aid Refugee Chinese Intellectuals. Ine. 
(ARCT), was organized in 1952 to keep as many as possible of these 
superior individuals alive—physically, intellectually, spiritually—and 
to help them to resettle in less precarious areas of the world. If we 
are not able at the moment to win Chinese to the side of the free world, 
the least we can do is save those who have proved they are on our side. 
They understand, and are completely dedicated to, the same prin 
ciples of freedom and democracy for which we stand. 

Hundreds of outstanding American citizens of all races, faiths, and 
parties rallied to the support of ARCI. Ina year and a half of effort, 
more than 2,000 refugee intellectuals and their families have been 
moved from the misery and squalor i in which they existed in Hong 
Kong to areas where the *y can work cid tively in their own fiel Is, 
support themselves and their families, and live as freemen. The great 
majority was resettled in Formosa, where the study mission observed 
Chinese and Americans working together to help them obtain suitable 
housing and employment. 

Eight hundred others received assistance, such as travel expenses, 
to enable them to carry out their own resettlement. Two hundred 
were given loans, rehabilitation grants, and unive rsity fellowships. 
Almost 200 were employed to translate -_ ‘rican books into Chinese 
and to write Chinese pamphlets, novels, etc., to spread the ideals and 
concepts of a free society, battling for the minds of all Chinese the y 

ean reach on both sides of the curtain. 
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During 1953 the United States Government gave financial assistance 
to the program from funds made available by Congress for aid to 
refugees and escapees. The whole effort is now an outstanding exam- 
ple of cooperation by the Government with a private agency to carry 
out a program that is both humanitarian and in the nation: al inte rest 


as an effective step in the worldwide struggle to preserve and 
iisiiaithans the forces of freedom. 
Trad 


Since its acquisition by the British more than a century ago, Hong 
Kong has developed from a pirate rendezvous to the most import: unt 
trading center in the Far East. The Colony’s growth is closely con 
nected with the expanded role of the Far East, particularly C hina, in 
world trade. It is not only a shipping center but a financial and com- 
munications center. The Colony houses outlets and branches of many 
of the world’s leading tr: ading est: ablishments. 

Historic ally Hong Kong has anges one of the main iL of entry 
into China. Its trade pattern, like its population trend, is most re 
sponsive to events in China and the outside world’s reaction to ee 


In 1947 Hong Kong's exports to China were 21.9 percent of its total 
exports; in 1950, 39.5 percent: and in 1953, 19.8 seaeeds. ae 


Kong's imports from China in 1947 were 24.7 percent of its total im- 
ports; in 1950, 22.6 percent; and in 1953, 22.1 percent. Ixports of 
war material to Communist China have been banned since 1948. In 
1950 Hong Kong prohibited the export of all articles to North Korea 
and the export to Communist China of some 200 items of strategic 
Importance, including petroleum. The study mission was informed 
that controls are strictly enforced. Active measures are taken to 
prevent smuggling, but the innumerable islands and constant move- 
ment of small Chinese craft make it dificult to eliminate all smuggling 
operations. Authorities believe, however, that this constitutes no 
serious breach in the shipping restrictions. 

Such legitimate trade as continues between Hong Kong and Com- 
munist China is limited in amount and is nonstrategic in content. 
Hong Kong is more depen oa nt upon China than China is upon Hong 
Kong, although its continuance as a free port for entrance ‘ar exit 
of persons and 2oods is also of oreat value to © omununist China. 
Much of the vgs foodstuffs come from the mainland. Should 
China choose to app lv economie pressure, the Colony would be forced 
into a he: avy and ¢ ‘ost ly Imp ort program of 1 ecessities that would 
doubtedly require outside economic assistance. The importance of 
Hong Kong in the present struggle cannot be overestimated. It is the 
world’s best window into Communist China and conversely Com- 
munist China’s best window out to the free world. Should it fall into 
Communist hands, its place as a refuge for non-Communist Chinese 


] 


and as an intelligence outpost would he elas dl. 
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INDOCHINA (ASSOCIATED STATES) 


Indochina lies in the southeast corner of Asia. Its immediate 
neighbors are China to the north and Thailand and Burma to the 
west. The South China Sea is on the east ao the Gulf of Siam on 
the south and west. In area it is 283,000 square miles, about five times 
the size of Illinois or Wisconsin. 

By the end of the 19th century the French had drawn together into 
a federation called Indochina the colony of Cochin-China and the 
protectorates of Tonkin, Annam, Laos, and Cambodia. In 1949 
hayes entered into agreements with Viet-Nam, Laos, and Cambodia 
in Which these three political entities became self governing states 
within the F rene th U nion. il he “Vy are now re ferred to as the Assoc} ated 
States. Viet-Nam includes Tonkin in the north, the chief cit y of 
which is Hanoi, Annam in the central portion, and Cochin-China in 
the south. The capital, Saigon, is in the south. The population of 
Viet-Nam is 23 million. Cambodia, of which Phnom Penh is the 
capital, has de million. Laos has a roy: al capl ti al at Luang Prabang 
and an administrative capital at Vientiane. Its population is 
114, million. 

‘The three states are predominantly agricultural. Together with 
Burma and Thailand they make up the world’s largest rice exporting 
area. Rubber, sugar, corn, spices, and hardwoods are among the other 
products. Coal and small quantities of nonferrous metal are mined. 


Military situation 


The problems ot Indochina all revolve around the war which is how 
in itseighth year. It isa guerrilla war with all the unorthodox meth- 
ods the term implies. No fixed lines separate the contestants. At the 
French headquarters in Hanoi the study mission reviewed in detail 
with high military officials the total military situation, including the 
disposition of French forces and of Communist forces. Certain areas 
are admittedly under Vietminh (Communist) control. Others are 
held by French Union forces. But large pockets of uncertain or 
shifting allegiance are sprinkled over the map. All surface commu 
nications between the main Viet-Nam-held areas have been cut, leav- 
ing only air and sea links between them. 

Insofar as any strategic pattern is discernible, the Vietminh are 
engaged in a pincer operation. From their northern stronghold, they 
are attempting to consolidate their hold over the Viet-Nam coast 
toward Saigon. The other arm is probing into Laos toward the Thai 
border. From that point the terrain favors an easy swee P to Caper 
Should that occur, Burma would be imperiled and the “rice bow!” 
Asia pass into enemy hands. The military thrusts last year oa 
Luang Prabang, the royal capital of Laos, made clearer Vietminh 
plans. To halt that move will be a difficult and costly oper: ition. 
The Communists hold the area between the Red River delta in the 
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north and Laos. Men and supplies must be airborne. The Laotians 
ive not been a military peovle and do not have substantial armed 
forces. 

The wealth of the country is concentrated in the agricultural 1 
ources of the river valleys. Much of these areas has sieeds cael 
into Vietminh hands, leaving the French and Vietnamese with impor- 
tant coastal points and isolated mn ind regions. In the north except 
for Hanoi, Haiphong and the rich delta around them, the Vietminh 
command the Red River Valley, thus disrupting the economy of 
northern Viet-Nam. With supplies entering from adjacent Com- 
munist China, they are able to maintain a steady pressure against the 
French in the north. In the south the French control the fertile area 
around Saigon, and the Vietminh have a more difficult military supply 
problem but enough filters through to make possible a successful hold- 
ing operation that severs the Vietnamese links between Saigon and 
Cambodia. 

The Vietminh have adopted tactics suitable to their resources. 
They rely upon hit-and-run operations rather than the concentration 
of large numbers of troops, using the natural terrain of mountains, 
jungles, and deltas as their bases. The element of surprise keeps the 
French Union forces off balance and puts a premium on mobility to 
counter their thrusts. For almost six years the French conducted their 
— ons witha pg line concept. ‘The outposts they set up at 


strategic points were easily outflanked and rendered useless. Clearly, 
the war cannot be won from fixed positions. 
a ess is the unfailing ally of the Vietminh. The Vietnamese 


farmer by day becomes a Vietminh soldier or collaborationist at night. 
Thus the enemy is nowhere and everywhere. Communist intelligence 
blankets the entire country even well within the Vietnamese territory. 
Yet none is certain who the informers are. The study mission was 
informed that about 5OOO00 cuerrillas are Operating W ithin the French 
areas in the north. 

Hanoi is a city living in a state of siege. People move with 
uneasy quietness along the streets, Native shops } rovide the color 
ind corner cafes the noise. The ealthy French Live in boarded up 
houses. At might troops roll out of the city and at dawn return. In 
contrast to this eerie calm the study mission found some of the new 
Spirit in Viet-Nam in the crowded native sections. An open market 
by day became a children’s school after dark. Stalls were replaced 

dated benches. Under a flickering lamp an old patriarch 


ny ¢ i} 
who had volunteered his services t: aught the three R's to e: wer and 
ittentive youngsters. A short distance away a te mple served nightly 
as a center where both men and women were being taught to read and 
rite 
The Vie tminh regime is headed by Ho Chi Minh. a devoted Commu 
nist for more than 30 years. His main ay og line has been 
Vietnamese inde pe ndence. During World War IT he worked agalnst 
the Japanese with equal fervor, thus incre aASING his st iture as a 
national liberator. ‘Today he still plays primarily upon the national 
independence theme while openly espousing communism. Many non- 
Com sts in Viet-Nam still regard his present activities as me rely a 


prolot oa of the fi oht for national in idependen ce, minimizing or 
inoring his Communist ai 


_ mo Af 
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The Vietminh forces are estimated at something over 300,000, clev- 
erly led by Gen. Vo Nguyen Giap. In the last vear they have oven 
evidence of grouping into units as large as diy sions. This organiza 
tional development coincides with the introduction of the draft in 
the Vietminh-controlled areas, In the early stages of the conflict 
Vietminh rule was not harsh and the conduct of the troops toward 
the civilian population was not resented. This attitude has changed 
as totalitarian control h is been Ist tuted. ly tell gence reports 1 | 


cate a growing restiveness. Vietminh weapor re of varied ancestry, 
including American ane Japane e models. Increasingly n portant 
amounts of military supplies are being furnished by the Chinese 
Communists, including weapons manufactured the Soviet U 


and the European satellite nations. Since the Korean armist ce, this 
flow has inereased., Special training is liven the \ etminh troop nh 
China and Communist Chinese advisers and political officers serve 
with the forces. 

Facing this force are the French | nion forces of more t Llh s 
consisting of the French Expeditionary Force and the Associated 
States forces. The principal units of the former are drawn from 
metropolitan Fran a, North Africa, Senegal, the Fore on Legion, wma 
some Indochinese volunteers. The Asso lated States force ire | irevely 
conscripted by the local governments. Unt | 1952 the French U on 
forces we re engaged 1) essentially a holding operation. In the last LS 
months changes in the French military command have introduced 
an offensive strategy. The French have recognized that guerrilla 
tactics can best be countered by native troops of the commando type 
who are equally adept at utilizing the natural terrain. Increased 
«emphasis is being given to expanding and developing a native military 
foree, which constitutes approximately half the numerical strength 
Their combat effectiveness is still low, principally because of the lack 
of officers. Many are being trained quickly in Viet-Nam and « sma 
number in France. The ingredients for French military suecess have 
been summarized by General Chassin in the following words: 

* * * lightness, mobility, an offensive spirit (with) the key to vict 
the morale of the people of Viet-Nam 


Casualties have run particular] 


v high as might be expected of a 
cuerrilla war fought in the tr ypies. In the first seve vears, they 
reached 132,000, including 18.000 killed. The officer elass has beet 
hardest hit. Saint Cyr. the French West Point. graduated 550 Freneh 
officers in 1952. The same year 568 French officers were casualties 
Indochina. 

Political situation 


Although the present military operatiol s date from 1946, the pol f 
ical challenge to French nfl ience in Indoch ia started with the 
Japanese occupation in 1940. At the end of the war, the Britis! 
moved into southe rn Indochina and the Nationalist Chinese into the 
north to accept the Japanese surrender. The British promptly turned 
over southern Indochina to the French; the Nationalist Chinese 
turned over northern Indochina only after the French met their terms 


Internally the French sought to consolidate their position through al 
agreement with Ho Chi Minh in March 1946, by which France 


recognized the “Democrati Republic of Viet-Nam” as a “free state 
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within the Indochinese Federation and the French Union,” with its 
Ow! parliament, army, and finances. This was the period when Ho 
Chi Minh was seeking to build himself up as the leading nationalist 
flo re, By Vp lay ne upa “ni itional front” dedicated to moderate social 
reforms and soft satan his Communist attachments, he gained 
large measure of popular support and strengthened his bargaining 
power vis-a-vis the French. 

This arrangement collapsed when Ho Chi Minh attempted a mili- 
tary coup in late 1946. This stiffened French determination to oppose 
him and ended the terms agreed upon earlier that vear. Since then 
the French have been dealing with the political aspects of Indochina 
on a hesitant and piecemeal basis. Frenca and indigenous personali- 
ties have drifted across the scene, temporizing decisions and IMIprovis 
ing policy. The issues themselves have been caught in the vortex of 
Fret ch and Indochinese (particularly Vietnamese ) politics. 

It was blunders by the Communists that gave the French an op por- 
tunity to extricate themselves from a rapidly deteriorating situation. 
The excesses of the Communist “scorched earth” policy alienated their 
moderate nationalist followers and stimulated the politico religious 
elements in the country to seek a solution that conformed to their 
groups negotiated with the French and paved the way for the return 
of the former Annamite Emperor, Bao Dai, as Chief of State in 1949. 
In the agreement by which he returned, Viet-Nam was recognized as 
in independent self-governing state within the framework of the 
Freneh Union although the French retained for themselves certain 
rights and privileges which prevented immediate and full independ- 
ence, Similar agreements were sioned with Cambodia ancl Laos. 

The mayor political crises between France and Viet Nam (toa lesser 
extent Cambodia) have centered vee the latter's demands for 
unequivocal independence. Tedious and delicate ne got: itions led to 
a statement by the French Government on July 3, 1953. The French 
stated that— 


nationalist aspirations without destroying their country. ‘These 


there is every reason to complete the independence and sovereignty of the Asso 
ciated States of Indochina by insuring, in agreement with each of the three 
interested governments, the transfer of the powers that she had still retained 
in the interests of the states themselves, because of the perilous circumstances 
resulting from the state of war 

The statement did much to abate friction and to reduce distrust. 

The Vietnamese inte a the statement to mean total independence. 
Toa ire that, they are alking in terms of a treaty between two 
equals. This poses the wecetion whether the French constitutional 
provisions fora French Union can accommodate such an arrangement. 
The French Union, unlike the British Commonwealth, assumes a pri- 


macy on the part of France. and the constitution dloes not refer to 
the dependence of overseas ter! tories, but 1) the treaty with Laos, 
Oo} | dled lest October. the I: rey hy U Won Was defined as "an ASSOCIA- 


tion of independent and sovereign peoples free and equal in rights 
and duties *** Tt would appear that an acceptable definition 
ean likewise be worked out for Viet-Nam and Cambodia. The ques- 
tion for France, however, is the effect such an arrangement will have 
in its other dependencies, notably in North Africa. 
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The implementation of the statement will require the assumption of 
numerous functions by Viet-Nam such as customs, justice, control of 
foreign exchange, and participation in military command. These 
are heavy burdens for any new state particularly in time of war and 
with a severe shortage of trained personnel. If mutually acceptable, 
a period of tutelage and a progressive transfer of responsibility, as in 
the Philippines, would be beneticial to both nuit es. The spirit rather 
than the letter of the arrangements should govern the whole proces 
lest the Communists derive advantage from discord or inexperience. 
The study mission was pleased to find among Vietnamese officials 
expressions of increasing soodwill toward the French. There is no 
doubt that French contributions to Indochina over the years have 
been many. Their influence is evident in education, administration 
and technology. French is the second language in each of the As- 
sociated States. These advantages will not evaporate with inde 
pendence but can be the basis upon which a more harmonious 
relationship is evolved. 

Independence will deprive Ho Chi Minh of his best propaganda 
argument. The near monopoly he has enjoyed on nationalist 
sentiment will be broken if ee Nam achieves by peace what Ho 
Chi Minh professes to seek by war. ‘The country is war weary and 
would welcome peace. Indepe ands ‘nce will attract many of the “atten 
tistes,” or fence sitters, if for no other reason than to secure for them 
selves a place in the government. For the French it would be a victory 
of a proportion they have not been able to achieve by arms. 

The struggle for national independence has been the only unifying 
force amony the non-Communist Vietnamese. Once that has been 
achieved, it will be necessary to find new cohesive forces that will 
command popular support. Friction exists between Viet-Nam on 
the one hand, and Cambodia, and to a lesser degree, Laos on the 
other. Within Viet-Nam strong cultural rivalries, even resentments, 
divide the north and the south. Personal factions and allegiances 
have de ve loped. The prese nt government has been handpicked by Bao 
Dai. Some of its members not only have no popular support but have 
been associated with antipopular movements. It is no easy task for a 
nation lacking the experience of self-government to evolve such a 
system under the stress of war. The current situation is expressed in 
military terms. But the real problem is a weak political base. Until 
that is strengthened and made responsive to pop ilar sentime! it. it 
cannot be expected that the populace will rally — country’s support. 
The failure to show competent and courageous leadership may set in 
motion forces of Feira ce that will make a Communist victory 
not only possible, but relatively easy. 

The complex and fluid military and political factors in the Indo 
chinese situation cannot obscure the changed position of France in 
Indochina. Joth local and American officials told the stu ly mission 
that “French rule is through in Indochina” and “could not return if it 
wished.” The French themselves now recognize that the old order 
has passed. Such influence as they can retain must accommodate itself 
to the demands of independent governments. Yet close association 
between France and the Associated States on a basis of mutality can 
be of the greatest value to both. In fact, it is an essential condition 
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for the survival of each of the Associated States as independent na 
tions and of France as an important influence in that part of the world. 
The issue for Irance is how far it can lessen the heavy burden on 
itself without sacrificing all hope for a role in postwar Indochina. 
Neither the present state of the French Government nor of the French 
economy encourages the continuation of a struggle in whi h France 
stands to bear the burden of defeat and, if victorious, cannot return 
to its Tormer posit on. 

Ho Chi Minh has recently talked of a truce with the Frene hin Indo 
china. The study mission found a disturbing degree of hope that 
this might prove a solution to the present difficulties. The psycho- 
lowi il effect of the Korean truce is apparent in Indochina. It makes 
it more difficult to persuade both the French and the Vietnamese to 
increase their military efforts. The distinction between the two situa- 
tions Is overlooked. In Korea a United Nations action pushed back an 
Inva he force to territory which had been under its administrative 
nd was so acknowledged. The truce did not alter this situa 
tron. In Indochina, on the other hand, the French and Vietnamese 
have nothn ¢ to negotiate beyond confirming Communist possess1on 
of territories already seized. The Communist pattern of attrition 
Wwo d be started and would only end when SUucceSS|LVe “truces” rave 
them the entire country. 


he agreements entered into between the French and the Associated 


Stat rive clear evidence that the war has moved from an anticolonial 
! lt to an international conflict. Certainly United States assistance 

“| upon this premise. The recognition accorded each of the 
Associated States by the United States and more than 30 other govern 


ments, as well as the recognition e@iven the Vietminh by Moscow and 
Peipu g, support thisconelusion. Both the French and the Associated 


metates are now e} onced in 2 common effort against a common enemy. 
French contributions to maintain the freedom of the Associated States 
re as important ; those made by the United Nations in Korea. The 
tucdv mission is convineed that the French recognize that their heavy 
burdens in Southeast Asia are part of the price they must pay for 


continuance as a world power and even for their freedom in Europe. 
France has had many noble hours in its long history. The struggle in 
Indochina is only the most recent. The manner in which it meets that 
struggle may well determine its continuance as a great world power. 
Che measure of ereatness hes not in the size of the territory it controls 
but in its capacity to impart the ideals of liberty, equality and frater 
nity that have made France itself great. 


United States aid for the Associated States falls into four broad 


(1) Financial aid to France for military expenditures on behalf of 

| iated States (referred to as budgetary support for France) .— 

It | heecome increasingly difficult for France to finance simultan 
eously the constantly inereasing costs of the war in Indochina without 
eutting back on military obligations elsewhere. To assure the main- 
f French military expenditures in the two most important 


reas, NATO and Indochina, the United States agreed to assist the 
French total military budget, provided France would agree to a cer- 
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tain level of military expenditures whic D would permit the prosecut! 
of the war in the Far East and the buildup of forces in Europe. 

Several methods are used to provide t his support. These are: 

(a) The application of counterpart funds to military budget 
expenditures for Indochina; 

(6) The reimbursement to France by the United States for 
expenditures for military equipment and services included in the 
French and Associated States military budget for the Indochin 
campaign. 

This budgetary support is confined to French and Associated States 
military expe nditures for Indochina. 

(2) Military end-item assistance. Military equ pment is provided 
on the adv eof the United states Military Assistance Adv ISOrY Group 
(MAAG) in Saigon which, in cooperation with the French, helps to 
determine the equipment requirements to support the French and 
Associated States armed forces. ‘The equipment delivered has included 
small-arms ammunition, transport vehicles, combat vehicles, radio 
sets, small-arms automatic weapons, mines, rockets, mortars, and ar- 


tillery shells: hospital supphes and engineering and technical equlp- 
ment of all kinds. About 80 percent of the dollar value of these sup- 
plies has been ordnance equipmel t. 

Nav: —. verles hi ive Comp rised principally inane ships and eratt 
together with various service hips and a few types of naval aircraft. 


accor eg maintenance equipment, at 
furnished. While adequate numbers of 7. 
available, the French have done little to train the Vietnamese to handle 
and eare for the ¢ quipme! t. 

The bulk of all combat aircraft for the French Air Force in Indo- 
china has been furnished and spare parts are provided from MSA 


» parts have ilso b en 





funds. Principal categories include fighters, be rs. and tra 

port aireratt together with Spare parts and ammunition. With in- 
creased emphasis upon offensive tactics it may be expected that aircraft 
priorities will be increased to permit the trar portato! ots pples to 
forward positions and for use of paratroopers. 


Unlike MAAG missions in other countries, the MAAG in Indochina 


does not have a traiming respol sibility. rhis is handled py the 
French. On request, ee eams and technicians are s ippl ed on a 
temporary duty basis and arrangements made for schooling of some 


personnel in the United States. Another feature _ this MAAG is 
that it works through the Krench in dealing with the Associated 
states. The undeveloped S| pply services of the Raa ated States 
forces, together with the language barrier, makes this a necessary 
arrangement. 

(3) Military support program.—Only Indochina, Formosa and 
Korea have military-support programs. ‘Their purpose is to supply 
items not necessarily military in nature but which further the military 
effort and, on cessation of hostilities, can assist th e civilian economy. 
This covers such items as equipment for airfields, roads, 1 ‘ tilroads, 
docks. and harbors. This program also embraces common-use items 
which can be used by the ci : ilian as well as the military economy, such 
as oil and lubricants, tires, tubes, antibiotics, and drugs. This program, 
introduced in fiscal year 1953, cost $30.1 million and was under MSA. 
For the current year it is included in the military sum. 
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(4) Heonomic aid —Through the United States Special Technical 
and Economic Mission (STEM), economic aid of two kinds is given 
Indochina—direct aid and the maintenance of civilian’ supply 
(MCS) or commercial Import program. Irom the beginning of this 
ala 1950 through the current fiscal vear, these two forms of aid 
will have amounted to $34 million and $61 million, respectively. 

Direct aid is extended in the fields of public health, agriculture, 
transportation and power, industry and mining, education, public 
idministration, and resettlement and emergency War relief. Fort) 
percent of United States direct aid has gone into transportation. To 
gether with public health and agriculture, these three activities ac 
count for 75 percent of this segment of our aid. 

‘| he M¢ ~, Or commercial Import program, makes dollars available 
for the importation of equipment and materials for private firms or in 


dividuals for distribution through commercial or government chan 
nel ‘ ‘| he Importer is required to cleposit local eurrency equivalent in 
Lcounterpart Puna Phe local currency = released to support the local 


currency cost of projects agreed upon DY the United States and the 
governments of the Associated States. 


United States assistance in Indochina is confronted with a difficult 
and delicate organizational problem arising from the relations be- 
tween the French and the Associated States. Military assistance is 


channeled through the French. while economic aid is granted to each 


of the three States. United States aid for the current fiscal year ap 
proximates that of France. Local officials expressed to the study mis 
sion a desire to receive direct military assistance. There are several 
obstucies to orantinge military assistance directly to each of the Asso 
ciated States. (1) Treaty arrangements between the French on th 
one hand and each of the Associated States on the other would have to 
be altered. (2) Three separate MAAG’s would have to be set up. 
(3) The newly created forces of the Associated States lack the support 
ing personnel to handle a complex supply program. (4) Separate 
military aid programs would inject extraneous considerations of na 
tional pride and jealousy in the allocation of types and quantity of 
equipment and deny the most effective utilization. Over against these 
factors are the openly expressed desire of the Vietnamese to vet Amer 

mn aid directly and thre psv holog enl lift that would come from such 
an arrangement. 

When the study mission was in Saigon in November, the MAAG did 
not have either Army or wir force approved 1954 programs. The nor 
mal time span between JCS directives approving programs and the 
actua rival of material is about 18 months. The new emphasis on 
olfe ve operations will necessitate some recasting oft the program 
W th ereater requ rements for vehicles and aircraft. lf stepped up 
operations are contingent upon United States material (not dollars), 


It Is apparent that more expeditious action on our part 1s required. 
‘| he Study nis S1oOn strongly recommends that the whole procedure be- 
tween fe ld programing and cle liveries be rey iewed at the highest level 
with a view to Improv ing the MDAP criteria of deliveries. 

On the economic side, assistance programs in Indochina have ex- 
perienced the usual difficulties plus some peculiar to Indochina. The 
French were initially suspicious of the program and gave small en- 
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couragement. The lethargic interest of manv people. particularly 
the rural areas, toward government—anv government 
operations. Wartime requirements have made lone range planning 
and assistance difficult and diverted available funds into projects di 
rectly or indirectly connected with the war etfort. Some ot these ob 
stacles have been overcome. The French have recognized that eco 
nomic assistance has not been administered by STEM in such a way as 
to accentuate local resentment against them and has relieved them of 
burdens they cannot presently carry. A national aid committee 
each of the three States, composed of local citizens. is enco iraged te 

The personnel problem nN the Associated Ss ites o particuial 
acute. The STEM headquarters is in Saigon in south Viet Nam. 
Field offices operate in central and north Viet-Nam as well as one each 
In Cambodia and Laos. No permanent resident personnel is available 
for Laos which must be served either by Cambodia or Saigon. At the 
time the study mission Was 1n Indochina all six pos tions In Cambodi: 
were vacant. Contact between Saigon and the other offices can onlv be 
maintained by air. Thus the available technicians, based i Saigo! 
must fly a circuit of about 2.000 miles. Climate, living conditions and 
security make Indochina one of the least attractive posts. The pet 
sonnel complement is listed at 136. In November onlv 67 positions (49 
percent) were filled and 17 ot these were scheduled to be vacated this 
fiscal year. 


work out the scope and relative mportance of prolect 


This situation in itself raises a question wl et he rour econom vd 
is spread over too many fields. STEM jis not hn executing agency 
In its own words- 
all programs to which stance is extended ar Asso S 
projects, executed or carried through by the Viet ese, Cambodians, and 


Laotians for the sound development of the governments 


The study mission sat mn on a meetina of the Laotian Lid (‘ommiuttee 
and saw at first hand the difficulties faced by new and inexperienced 
governments in handling complicated operation These government 


have not vet reached a point where they can execute and carry throu 
projects without sizable components of Ame perso , Phi 
study mission recommends a contraction of activities consistent wit 
the personnel situation and the requirements of a military area 
Eeonomie assistance to the Associated States today must be deter 


mined by the overriding demands of the m litary situation. The ex- 


panded military establishment of the States will place a greater stran 
on their limited economies and W 1] divert manpowel to the armed 
forces. Anv extension of the combat area will intens ry the im 
mediate problems of rel ef and resettlement and plac ne} o 
food supply and housing. For the reasons previously mentioned, the 


studv mission finds itself in general agreement with the recommenda 
tions made by the Mutual Secu ty Program Evaluation Tear n 
Mareh 1953, that the programs make provisiol for more technical 
training, more acricult iral assistance, and more aid “for projects 
catering directly to the military effort.” Certainly the overall numbe1 
of projects should be reduced 

The struggle in Indochina today is at best a touch-and-go 
proposition. 
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The apathy of the local population to the menace of Viet- 
minh communism disguised as nationalism is the most discourag- 
ing aspect of the situation. That can only be overcome through 
the grant of complete independence to each of the Associated 
States. Only for such a cause as their own freedom will people 
make the heroic effort necessary to win this kind of struggle. 

Until political independence has been achieved, an effective 
fighting force from the Associated States cannot be expected. 

For the free world to seek a truce with the Communists in Indo- 
china is to engage in appeasement equivalent to an Indochinese 
“Munich.” 

More than that, the study mission believes that any negotia- 
tions with the Vietminh should be conducted through and by the 
governments of the Associated States. To bypass them would 
prove to the people that in fact their governments are not 
free and independent, and the psychological effects would be 
devastating. 

The struggle in Indochina is, in every sense, an international 
issue. As such, it should be brought before the United Nations 
to mobilize opinion in Southeast Asia and the rest of the world 
against Communist aggression. 

Without continuance of the type of aid being furnished by the 
United States in Indochina, there is every indication that the fight 
against communism in Indochina would collapse. 

The Department of Defense should give increased attention to 
accelerating deliveries of military equipment to Indechina, and 
the French, in turn, to its more rapid distribution to the forces 
in the field. 

Sin ce the area is one of combat, less emphasis should be given 
to long-range technical assistance projects; economic assistance 
should be confined to that necessary to produce a military victory. 
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THAILAND (SIAM) 


Thailand with its 20 million inhabitants occupies the central part 
of the Indochina peninsula. Burma and Laos rim Thailand to the 
north, separating it from China by a buffer zone about 150 miles wide. 
On the west Burma and on the east Laos and Cambodia arch around the 
country. Its southern extremities run through the jungle country of 
the Malay Peninsula to the northern boundary of Malaya. Its 198,000 
square miles are divided roughly into four geographic areas—a fertile 
central plain, tropical rain forest, the semiarid northeast hill coun try, 
and a small mountainous area along the western border. The nature 
of its terrain and the long thinly settled coastline make it vulnerable 
to attack. xcept for 3 million Chinese, TOO,000 Malays, and 50,000 
Vietnamese, the population is a homogeneous group. Buddhism is the 
religion of the Thais. 

Politically the country has the form of a constitutional monarchy 
complete with a constitution, a legislative beds, courts, cabinet, and 
elections. In practice power rests with a few strong individuals 
and shifts among them by decisions made by the military in the bar- 
racks rather than by the masses at the ballot box. The national assem- 
bly is half ap pointed by the government and half elected, although the 
1952 constitution bans politic: al parties. Provincial governments are 
under the direct supervision of the central government. In some of 
the larger provincial centers municipalities have been established with 
elected bodies whose function is advisory to the representatives of the 
central government forming the provincial government. <A long his- 
tory of absolute monarchy has been followed in recent years by a 
“strong man” rule. Neither form of government has diatowbed the 
population very much, and the population has reciprocated by not 
disturbing the Government. 

Economically the peasant population has never been better off. 
Thailand is the world’s largest exporter of rice which, until a year 
ago, had a ready market in other Asian nations. Other foreign ex- 
change earners are rubber, tin, and tungsten (exported principally to 
the United States), teak (Thailand has the world’s largest reserve) 
and other hardwoods, copra, vegetable oils, hides, and gems. For 
local consumption the country grows a wide variet y of foodstuffs and 
crops, including sugar, cotton, tobacco, veget: ables, and fruit. Thus 
there is hunger for none and Buddhist charity for all. 

In contrast to the essential soundness of Thailand’s ec onomy the fis- 
cal and exchange position of the Thai Government has deteriorated 
severely during the past year to such an extent that the International 
Bank for Reconstruction and Development has cancelled discussions 
with the Thai Government for a loan for railway and highway con- 
struction pending rectification of the fiscal and exchange situation. 
The Thai Government has launched a number of measures aimed to 
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take into account the recent development of a buve rs’ market in rice 
ind the fall in price of rubber and tin 


? 
/ i ¢ nal situat zon 


Thailand seems 


( ompared to thr » 11 te) ial p rob le ms of its ne ohbo S. 
Communist sub 


relatively per aceful. The major concern 1s, of course, 
version. The Communist Party was permitted to exist legally after 
World War II i L qui 4 pro se for soviet Support of Thailand’s 
membership in the U nited Natic In 1951 it was banned and exists 


only is an under: rroun 1d organization. Most observe I's bel eve 10 to be 


small among the Thai people. 


Communism 1s strongest among Thailand’s large minority of Chi 
hese who, hke Ch nese in other aay 06 esp ist A be De luscept ble 
of influence from events in China. During the past veal the Thai 
Government. has arrested several Movies inert Commieists, 
mostly Chinese, in ar effort to confine thei activity. The presence of 


Communists among the Chinese m nority has only stran ed further 
the relations between the Thal and the resident Chinese who have 
been the subjects of increasing discrimination. 

The DO LO00 Vietname eon the northeast borde region present a 


potential threat in view of their pe eager with the Vietminh in 


Indochina. Since the Vietminh invasion of Laos, the Thai Govern 
nuent hasundertaken a progrant of resetting the most politically active 
of this group in camps in south Thailand. Many, however, have 


caped into Ries to avoid resettlement. 

The Malayan Chinese Communist guerrillas have long used certain 
remote border areas of southern Thailand as rest. and training centers. 
They are known to be in contact with Communist Chinese in Thai- 
land. Through an agreement with the British authorities in Malaya 
In 1949, joint operations against the Communists are conducted on 
both sides of the border. 

\n additional problem faced by the Thai Government is posed by 
the presence in Burma of the Nationalist Chinese troops (referred to as 
Kuomintang, or KMT, troops) who retreated from China at the time 
of the Communist conquest of China into the Shan States of Burma, 
bor ering on | hailand. The latter Is concerned because of the poss! 
bility of Chinese Communist intervention and because it does not want 
to liave the same sort of difficulties that neighboring Burma has had 
with this problem. The Thai Government has been one of the four 
member governments of a commission that has been arranging for the 
evacuation of these troops to Formosa. 

These internal Communist threats take on added significance as 
ee e Communist strategy unfolds in Southeast Asia. In January 

} Peiping announced that a Thai autonomous government had been 
est; at shed in Yunnan Province of southwest China. The announce 
ment followed the Asian and Pacific Peace Conference in Peiping, 
which stressed the liberation of various national groups in Asia. Sev- 
eral disside nt Thai, including former Premier P ridi P hanomyang, 
who was ousted in the 1947 coup, are reputed to be associated with this 
new movement. Shortly after these events Vietminh forces began 
their drive into Laos, which has been renewed in the last few months. 


41 ] l r . i ss 
| thew ie cy) tory, thie Phat peoples have DeeT united for brief 
pel «| eCliplres ot thre r ownh. Today they are divide | among 


various national states and include not only the Thai in Thailand. 
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but also those living in Laos, part of Tonkin (northern Viet-Nam), 
the Shans of Burma, as well as the Thai in China. In all they number 
about 35 million. The purpose behind the “Free Thai State” move- 
ment is twofold: to increase disunity within the several states and to 
stir an interest among the Thai in Thailand proper who have been 
least susceptible tocommunism. The net effect would be to add to the 
confusion in the area. 

Thai leaders are aware of the dangers this poses for their country. 
In discussing it with the study mission, one Thai official made this 
observation: 

If Ho Chi Minh (the Vietminh leader) wins with Communist support from the 
outside, Viet-Nam will be like one ear, Burma the other, Thailand the nose. And 
back of it all will be China, the body. Therefore you must purify the body, for 
communism is circulating in the bloodstream and will go to all the areas. 

This is the reasoning that lies behind present efforts of the Thai Gov 
ernment to create an anti-Communist bloc. The most recent evidence 
of this is the proposal that Thailand, Laos, and Cambodia unite in 
such a bloc. The principal bond in that combination is the Buddhist 
religion. There are also racial bonds. The Thai and Lao people are 
racially identical and the Cambodian people are heavily mixed with 
Thai. The common weakness is the lack of military power they could 
muster against the Vietminh forces, not to mention those of Com 
munist China. 

i ore ign policy 

Since the end of World War I], Thailand has alined itself progres 
sively with the free world. As a member of the United Nations it 
promptly dispatched troops to Korea and has voted against the seating 
of Communist China. It has not recognized the latter regime. On 
the other hand, relations with Formosa are more formal than cordial. 
due to the large Chinese minority in Thailand. The Associated States 
have been recognized. As mentioned above, arrangements have been 
made with the British for joint operations against the Malayan 
Chinese Communist guerrillas in the Thai-Malayan border area. 

Thailand’s free world orientation has been made easier because it 
has never experienced European colonialism and because of the gen 
erally favorable contacts of prewar missionary and business groups. 
It is United States policy to foster this receptive attitude. Like the 
Philippines, Thailand provides an element of st bility in one of the 
most restless areas of the world. It cannot be classed as a democracy 
but, if internal security can be maintained and the economy streneth 
ened to the satisfaction of its citizens, it will demonstrate that doctri- 
naire conformity is not a requisite for association in the free world. 

In an area where neutralism is the dominant characteristic of foreign 
policy, the forthright stand of Thailand offers some grounds for opti- 
mism. But the long history of Thailand’s tendency to accommodate 
itself to the strongest force, rather than to resist it, should temper our 
optimism and caution us against putting too great reliance upon that 
country as an effective ally. 

United States aid 

In 1950 Thailand signed a military assistance agreement with the 
United States. Since that date a well-rounded program has been in 
progress under the supervision of a United States Military Assistance 
Advisory Group. Under this program, equipment and training are 
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provided the Thai military services to supplement Thail: und’s own 
military program in order to en: able Thai forces to maintain internal 
security and improve its defensive capacity in the event of external 
aggression. The study mission believes that Thailand’s forces have 
not yet achieved the capac ity to defend the country against determined 
and strong external attacks. The Vietminh invasion of neighboring 
Laos has been followed by accelerated deliveries to Thailand. 

In 1950 Thailand also signed an economic and technical assistance 
agreement with the United States, and a United States Special Tech- 
nical and Econe mic Mission (STEM) has operated. Assistance is 
provided primarily in agriculture, public health, education, and trans- 
portation. The catalvtic effect of United States assistance in these 
fields is evidenced by the increase] outlays made from the Thai budget 
for their support. 

Comparing the 1953 Thai budget with that of 1950, expenditures in 
1953 had increased over 100 percent exc ept in education, which was 97 
percent. It was the view of our mission in the field, in which the 
study mission concurs, that there could well be a shift to greater 
emphasis on military support items. As in other countries in the 
area, the prob lem has been one of securing qualified United States 
personnel. The study mission was favorably impressed by the organ 
ization and operation of the mission and the gener: lly high-level 
character of its personnel. 
ki ( nomic Commission for Asia and the Far East (HC 'AFE) 

The headquarters of the Economic Commission for Asia and the 
Far East (ECAFE), a subordinate organ of the United Nations 
Economic and Social Council, is located in Bangkok. The Director 
invited the study mission to meet with the members of the Commission 
as well as representatives of other international agencies working in 
South Asia. The United States is one of the 14 members of ECAFE 
and, through the United Nations, contributes to its support. The 
Commission is interested in the economic development of the area and 
many of its activities are connected with projects with which the 
United States is identified. The study mission therefore availed itself 
of the opportunity to meet with this group. 

In addition to the Director each of the representatives of other 
international agencies, such asthe Food and Agriculture Organization, 
the World Health Organization, and UNESCO, explained his organ- 
ization’s work in South Asia. It became apparent, particularly during 
the subsequent discussion, th: at relations between the representatives 
of the international agencies and the United States assistance group 
were not always ‘eine ay Some of the lack of harmony undoubt 
edly stems from personality differences. When the question was asked 
whether United States aid should be on a bilateral basis or funneled 
through international organizations, the preference of this particular 
group was for the latter. It was pointed out by the organization 
representatives that their funds were used almost exclusively for per- 
sonnel: that the equipment component was near zero. Others com 
mented that the cost per man under United States technical assistance 
was — higher because of “fringe benefits” in the form of allowances, 
travel, and trans sports ation. They also alleged that some of the assist- 
ance rendered by international bodies was more readily acceptable in 
certain countries than that given bilaterally. 
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As the study mission traveled through the various countries, it dis 
cussed this large question with American and foreign officials. Amer- 
ican officials strongly endorsed bilateral assistance. Some of their 
conviction undoubtedly arises from their desire to have our own pro 
gram continue. Officials of recipient countries also oe nerally tended 
to favor bilateral assistance. Without minimizing aid that interna 
tional organizations have given and were capable of giving, they 
generally found it more expeditious to work on a bilateral basis. The 
varied backgrounds of training and experience of the international 
representatives make it more difficult to give sustained direction to 
projects over a long period, Several commented on the time span 
between planning and actual r 
modities were supphed in the United States program may also have 
influenced their judgment. 

When technical assistance prog lis were started, it Wits United 
States intention that ultimately all of our aid would be given through 


Moerations, Phe fact that more com 


an international body. But the turn of events forces us in reasingty 
to reconsider that intention. The Communist threat has grown more 


menacing. To meet it places a heavy drain on our resources. Such 
sums as we can grant for technical assistance must go to those who are 
standing on our side even at the expense of aid to those who are neutral. 
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BURMA 


Burma is an irregularly shaped area about the size of Texas, com- 
prising a central river valley and delta surrounded by highlands, some 
almost inaccessible. A long thin stri ip borders Thailand down the 
Malay Peninsula to the Isthmus of Kra. Nineteen million people 
live within its boundaries. The wealth of the central valley and 
delta is rice. Potential mineral and other resources lie in the hill 
areas and the peninsula, but their exploitation is now largely inter 
rupted by insurrection. 

The central valley is dominated by the Burmese people who for 
centuries contested control of the entire area of Burma with the sur. 
rounding tribes, now referred to as “hill tribes” or “minority groups.’ 
By the 19th century something of a modus vivendi had been reached 
between the Burmese and the tribes, by which the latter retained a 
large degree of autonomy under hereditary tribal chieftains. This 
loose political framework was buttressed by the stronger cohesive 
force of Buddhism. The Buddhist monks set the moral tone and 
ethical concepts among the Burmese. The monasteries were custo 
dians of literature and centers of learning. From the court to the 
countryside the monastic community by indirection exercised political 
influence. 

Burma’s indepe mndence was extinguished by British conquest in the 
latter part of the 19th century. The administration of the country 
passed into the hands of an alien civil service. Military forces were 
recruited from among the tribes, principally the Karens, thus negat- 
ing the tenuous unity the Burmese had evolved with them. The extine 
tion of Burmese secular authority was followed by the decline of 
religious authority. Standards and discipline within the = nastic 
communities deteriorated. The privileged position the monks held 
in education was destroyed by the expansion of secular schools. The 
influx of Indians in the wake of the British altered social and economic 
patterns. Along with Europeans and Chinese, they gained a firm grip 
on industry and commerce. As money lenders the Indians acquired 
control of the most fertile areas and the displaced Burmese swelled 
the ranks of a landless agricultural class. The gains that accrued to 
the alien occupants through export of rice, lumber, and minerals not 
only intensified the economic distress of the country but embittered its 
people who did not share in the gains. 

Burmese opposition to British control became increasingly intense. 
Hence the enthusiastic welcome accorded the Japanese “liberators.’ 
That attitude changed as Japanese occupation grew more oppressive. 
To combat it a Burmese army was organized, the I eople’s Volunteer 
Organization (PVO), from all segments of the population. A coali 
tion, the Anti-Fascist People’s Freedom League (AFPFL), re 
political leadership. Neither group ceased oper a when the J apa- 
nese surrendered, but prepared to fight the British. After a brief 
effort to reestablish its authority, Britain entered into arrangements 


61 








62 SPECIAL STUDY MISSION TO SOUTHEAST ASIA AND THE PACIFIC 


with Burma whereby the latter became, in January 1948, an independ- 
ent republic, the Union of Burma, and chose to remain outside the 
British Commonwealth. The constitution combined the personal 
guaranties of western political systems with the economic philosophy 
of the welfare state. 


f 


Political situation 

The first years of indepe ndence did not stem the process of dis- 
integration. If anything, the pace of disintegration seemed faster. 
factions, many with Communist sympathies, ushered in a con- 

fused period of radicalism. Extreme Leftist elements, not in agree- 
ment among themselves, withdrew their support from the Govern- 
ment to carry out their own plans or were dropped by the Govern- 
ment. Minori ity groups with no political or economic slant carried on 
military opposition. Most important of the latter were the Karens, 
regarded by the Burmese as the military arm of the former British 
rulers. The Chinese Communist vic tory in 1949 added a new threat. 
By the end of 1949 the Government’s authority was confined to the 
capital city of R: ingoon and a few other centers. 

Had the dissident elements combined their forces, Burmese inde- 
pendence could well have ended before it eet oC hi 1S they did not do. 
None of the minorities offered a program more appealing than that 
inced by the AFPFL. The latter, dominated by youthful Social- 

sts who embraced Marx and nationalism in almost equal proportions, 
soak the offensive in twin attacks against military rebellion and eco- 


nomic impoverishment. The Chinese Communists, after involvement 
in the Korean war, stopped giving assistance to the Burmese Com- 
munists. In 1951 countrywide elections were held in stages by areas 
as security conditions permitted. The AFPFL coalition won about 


percent of the votes, with the Sox ‘alists continued as the largest 
element of the coalition. 

Since then the Government has greatly reduced the strength of the 
two major insurgent movements—the Communists and the Karens. 
The “White Flag” Communists, operating in the rice bow] of central 
surma, are still active, but gradually losing strength. The “Red 
Flag” Communists have been reduced to numerous small groups, 
many of whom have forsaken their ideology for outright banditry. 
These terms have little ideological content but refer to factions 
grouped around a few leaders who 2 e the Government. The 
Karens, operating in the S: aulween River area, and in the delta west of 
Rango On, ] ise t] ell dlissat faction o1 the te rrit Ory all itted the Mm by 
the Government and their desire for wider autonomy. Armed rem- 
nants of the wartime People’s Volunteer Org nization are still fioht- 
ing. Mujahid bandits control most of west Burma along the Pakis tan 
border. To take care of the indigenous minorities, the constitution 
provides for a Chamber of Nationalities, in which representation is 
b y Spec ifie areas. This may prove to be one of t he more import: int 
safety valves for the minority groups. 


C mpared with eonditions in 1950, the raversaant has achieved 
a large degree of Pe ii tical stability. Barring Communist invasion 
“foreion meddli ng in eas the in urgents, it can become 


one of the stronger states in South Asia. 
The KMT problem 


One phase of Burma’s internal security problem has injected itself 
into relations with the United States. 1 hi sis the presence of C hinese 
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Nationalist irregular troops on Burmese soil, known locally as the 
KMT (for Kuomintang). The United States has been blamed to a 
large extent for the Chinese Government’s failure to remove these 
troops. Burmese extremists accuse the United States of maintaining 
and encouraging the guerrillas. Even the less extreme erroneously 
believe that the United States controls Chiang Kai-shek and could 
force removal of these forces if it wished. Both groups fee! that they 
cannot push their drive against Burmese Communists and allow the 
Chinese irregulars to operate unmolested. Their continued presence 
would proy idea pretext for Communist China to engage in a “mission 
of mercy.” 

Although the KMT have been in Burma since 1949, their presence 
did not become an international issue until early 1953. In late 1952 
the Burmese Workers and Peasants Party (BWPP), the aboveground 
Communist Party, called for a united front that would bring the 
Communists into the Government. At the same time the KMT ir- 
regulars became active to the point where the Government had to 
divert its forces from attacks against insurgent Communists to deal 
withthe KMT. Popular sentiment was influenced by stories of KMT 
activities. Thus the Government was under heavy pressure to take 
action. By bringing the issue before the United Nations it sought 
to put the onus on the Chinese National Government. On its part 
the Chinese National Government insisted that it did not have full 
control over the group since the majority of its members had 
joined as irregulars during the vears in Burma and were not part 
of the original unit of Nationalist troops which had retreated across 
the border when the Communists seized China. A four-nation com- 
mittee (United States, Burma, China, and Thailand) was formed to 
work out details of evacuation. When the study mission was in 
Rangoon, the first group of 2.200, including about 300 dependents, 
was being flown to Formosa. Discussions are continuing with a view 
to removing another 3,000. ‘That will leave some 3,000 to 7,000 
irregulars who will constitute a new minority group in the country. 
Economic situation 

The Marxist slant of Burma’s leaders has been blunted by the re- 
sponsibility of tackling the country’s economic problems. With the 
assistance of an American ¢ neimMeering firm. it has developed an 8 vear 


plan for overall economic improvement in 10 specific fields, such as 


agriculture and transportation. At the same time it has had to en- 
gage in more pressing short-range activities. In order to keep popu- 
lar support the Government has sought to regain for the people the 
land that was lost to the money lenders. Under the constitutional 


principle that “the Government is the ultimate owner of all lands,” 
it regulates both holdings and annual rent. The State Agricultural 
Marketing Board sets the price paid the farmer for rice, and controls 
rice exports. 

When the study mission was in Burma, a rice crisis was in the mak- 
ing. A fall in price from the 1951-52 high led the Government to 
store 800,000 tons, much of which had deteriorated. Storage space 
was lacking for the new crop and appeals were made to the farmers 
to store their own rice. Both Japan and India had cut back their 
original orders, and new purchasers had not been found. Concern 


was expressed that Communist China would offer to take it as part of 
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its economic warfare plan. Although communications and lumber 
are 1n Govern ment han ds . the pace e ot nationalization has been slowed 
by the lack of personnel experie need n producti on and marketing. 


On balance. Burma’s economy prese cts is in better condition than 
that of most other South Asian countries. The most recent budget 
message make pleasant read ng. A substantial revenue surplus was 
reported: no new taxes were proposed; and, in some categories, tax 
reduction was eranted. The latter may be a psychological move to 
rally support and reduce opposition. The ability of the Government 
to ent ry forward projects taken over upon the withdrawal of United 
States economic assistance at the request of Burma will test its 
capacity to engage in wider and more cos stly activities associated with 
its welfare state philosophy. 

The successful pacification of the country will stimulate economi 
activity. But part of the price of peace will undoubtedly be greater 
demands among the minority peoples to benefit from Government 


Services, Burmese leaders recognize that foreign capital and techni 
eal Services will be required, The problem 2 how to induce those 
external sources to participate. The manner in which it deals with 


properties presently expropriated will be a a rmining factor in se 
curing such participation. 

A unique development in modern Burma is the revival of Bud 
dhism under Government sponsorship. Ina series of acts the Govern- 
ment has reestablished the ecclesiastical courts in order to restore dis 
cipline in the monasteries. It has strengthened the educational stand 
ards of the monks, and has created a central Buddhist organization. 
Preparations are in progress for the Sixth World Buddhist Couneil 
to be held in Rangoon, starting in 1954 and terminating in 1956, the 
2,500th anniversary of Buddha’s death. The purpose is to edit a 
definitive version of Buddhist S< riptures and to promote a revival 
of Buddhism in Asia. These steps mark an apparent effort to overlay 
political unity with the strong ethical concepts of religion. Thus 
Burma is - only Asian state to join the forces of religion, national- 
ism, and socialism in a united front. These are the new forces at work 
by which Ree hopes to restore the ordered and integrated society of 
a century ago. , 
United States economic assistance 

United States assistance to Burma was granted pursuant to a bilat- 
eral agreement of September 1950. The program developed covered 
agriculture, public health, economics and labor, education, and indus- 
try, public works, and natural resources. Within each of these major 
fields a variety of projects was initiated. As a result of political 
pressure within Burma generated largely by the KMT issue, Burma 
requested in March 1953 that the program be discontinued as of June 
1953. Although the KMT problem was not mentioned in the publie 
announcement of termination, Burma was reluctant. for political 
reasons, to accept further United States aid while public opinion was 
blaming this country at least indirectly for the troubles caused by the 
Chinese guerrillas. The United States readily acceded to Burma’s 
request. By mutual agreement it was decided to drop all projects not 
started and to continue only those substantially underw: ay or whose 
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stoppage would result in waste. ‘The Government of Burma took over 
four of the six contracts previously financed by the United States and 
will take over the two remaining ones. In addition, it is continuing 
a number of projects suc as as rural health and flood control, that, had 
been started by our technical assistance progra The Government's 


} 


recruitment tour in Europe for personnel has not been too successful. 
It hi iS been ab le to emp loy some Indian e xpe rts Ina Tew projects such 
as rural health centers and technical and vocational education. Thus 
far it has been able to finance these projects and contracts from its own 
funds. 

This is the first instance of the termination of technical assistance. 
As such it offers at mig portunity to assess more objectively the pro 
gram and the project No vested interests are seeking to perpetuate 
them. Equally important it permits a determination as to how many 
a started with United States assistance can be carried forward 
yy the host Government. The study mission recommends that the 
committee give careful consideration to the problems and effects result- 
ing from the termination of the Burma program W ith a view to ascer- 
taining the lessons that may be applicable to other programs. 


Fore Zan poli« vy 
Burma professes to pursue a foreign policy of neutrality as between 
the free world and the Soviet bloc. Yet its voice and its vote fre 


quently support the Communist position in the United Nations. It 
has accorded recognition to Communist China and supports that 
regime’s demands for a seat in the United Nations. 


Despite this affinity with the Soviet group in international organ- 
izations, it would not be accurate to conelude that Burma is firmly 
committed to the Soviet position. Realism in the face of its ceograph 
ical location explains in part its position. Burma has an 800-mile 
border with Communist China with dissident Chinese forces (KMT) 
on the Burmese side. Its relations with the Chinese Communists as 
with the Soviet Union are correct rather than eordial. Burma has 


a traditional antipathy toward the Chinese egardless of then polit 
ical affiliation. Unless Burma is guaranteed support in the event 
of » Chinese Communist invasion, it does not feel it can commit itself 
to the free world. Furthermore the study mission was told by the 


Burmese that their Government could not be expected to antagonize 
Communist China at a time when the free western world was being 
urged by some of its own members to accept Communist China 

Internal developments throw some light on the direction of its for 
eign policy. The Government continues a vigorous military cam 
puign against Communists who are identified with the Soviet cause. 
Although the leading political figures are basically Marxist in their 
philosophy, thes are even more devoted to national indepet dence. 
Burma took an active part in convening the Asian Socialist Confer 
ence in early 1953. It is sionificant that leadi oe Yugoslavs parti 
pated in its deliberations. They had been preceded by a Yugoslav 
military mission that spent a month in Burma. 

The most active parliamentary opposition comes from the BWPP, 
the Burmese Communist Party. Most observers agree that if the 
present Government fell, the only alternative to it would he the 
BWPP. Government leaders have relied upon the parliamentary 
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process to push their program. Buddhism with its humanitarian and 


moral emphasis and the special position accorded it by the Govern- 
ment is not compatible with a totalitarian pattern. 
be the most Important leaven in 
yicture, 


It may prove to 
Burma’s heterogenous political 


Much of Burma’s distrust of the West stems from its bitter history 
under British rule. This is already changing as Burma undertakes to 
repair the devastation of war and occupation. The skills, equipment, 
and capital it needs can only come from the non-Communist areas. 
There S reason to hope that the evolution of Burma’s foreign policy 
may be more svmpathetic to. 1f not openly identified with, the free 
world. Toa considerable extent such a favorable outcome may well 
depend on the strength and constancy of the free world’s position. 
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MALAYA 


The term “Malaya” refers jointly to the two governmental entities 
of the Federation of Malaya, about the size of Alabama, and the 
Crown Colony of Singapore, an offshore island with an area of 217 
square miles. The Federation consists of nine Malay States il two 

sritish Settlements (Penang and Malacca). Under the Federation 
Agreement between the British Crown and the nine Malay rulers, 
which serves as the constitution of the country, the Federation is gov- 
erned by a High Commissioner, ap onan by Britain, and an Execu 
tive and a Legislative Council, both of which are appoll ited by the High 
Commissioner and are predominantly Asian in complexion, and aC = 
ference of Rulers. Under the “member system,” 11 members of 
Legislative Council are chosen to head up groups of eae 
departments In a capacity somewhat similar to ministers under a full 
cabinet system. The states have a comparable system of organs. 
They retain exclusive jurisdiction in matters of Mal: ay custom and 
Moslem religion; in other fields they share jurisdiction with the 
Federation Government. The two Settlements retain some of the 
attributes of British Crown Colonies. At the local level elections to 
municipal councils have been instituted in most of the major munici 
palities and plans are being drawn to extend these to village and town 
councils, 

Singapore is headed by a Governor who is also commander in chief, 
appointed by the British Government. It has an ap pointed executive 
council, a partly elected legislative council, and administrative depart 
ments. Elections are held for the legislative council as well as for the 
City Council of Singapore. 

The emotional stress and strain that grip so much of South Asia 
are not apparent in Malaya. Other peoples have fought to overthrow 
foreign rule: Malaya gives little evidence of wanting to get out from 
under British rule. By comparison with neighboring countries, the 
standard of living is fairly high, population pressure on land is non 
existent, and Government administration is good. 

This exceptional attitude stems from the exceptional internal situ 
ation of the country. The 2,800,000 native Malays are a minority in 
their own country. They are concentrated in the underdeveloped 
areas of the east, north, and south. Their numerical strength is 
equaled by that of the Chinese who live in the rich tin and rubber 
areas of the west and in the shipping centers of Singapore and 
Penang. The only other sizable group are the Indians who work 
on the plantations and engage in trade. 

The balance between the two major races and their divergent eco- 
nomic interests, equally well protected by British rule, does not pro- 
vide the fuel to kindle nationalist fires. On the other hand, positive 
factors that could weld the divergent interests into a nation are not 
in evidence. 
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For the most part the Malays are not well educated, have only a 
mild interest in political affairs, and enjoy the satisfaction that comes 
from pursuits that give adequate time for leisure. Britain’s role has 
been in a large measure to serve as a protector, as well as a tutor, of 
the Malays while the y acquire politic: al edueation and administrative 
nr As so frequentl) happens in British administration, the be- 

ildering hierarchy of local, state, and federal organs challenges their 
successful operation by any but the British. Administration is vested 


in the Malayan civil service which until recently was almost entirely 
sritish with few Malays. Reeruitment is now open to the other 
ethnic LZTOUDS 5 but the majority of non-British ap pol ntments will 
probably go to the Malays. Due to their limited education, the 
service is not likely to be “Malayanized” for many years. In 1946 


Malay leaders who were anxious to protect the Malays’ political 
upremacy over other races and the rights of Malay ruler formed 
the United Malays’ National Association (UMNO)—one of the two 
leading parties, 

The Chinese have, as a group, stayed clear of politics. They have 
been able to retain much of their culture, including Chinese language 
instruction in the schools. Economically they have fared well under 
British administration. The events in China have not unduly aroused 
them politically. Some swing toward Peiping was noted in 1 VOL. but 
the study mission was informed that as news seeped out about Com- 
munist actions, the pe ndulum moved the other w: ay. Tod: ly most of 
them at least outwardly are not ardent supporters of either side in the 
China struggle. More Import: int to them has been the fight against 
the Communist guerrillas in Malaya, about 95 percent of whom are 
Chinese with the hard core China-born. To offset the suspicion di- 
rected against them, the Chinese organized the Malayan Chinese 
Association (MCA), the other of the two major parties in Malaya, 
Its purpose is to preserve vood relations between the Malays and the 
Chinese and to support the Government in its efforts to maintain law 
and order. At the same time it is interested in protecting the rights 
and welfare of the Chinese. 

Although the two leading political parties are organized on a com- 
munal. or race basis, each be li eves in the pe ace ful coexistence of the 
two major races in Malaya. Two lesser parties, the Independence of 
Malaya Party (IMP): ind the Pan-Malayan Labor Party (PMLP), 
are noncommunal. The former seeks to establish a sovereign and 
independent State of Malaya within the British Commonwealth. The 
latter advocates the nationalization of the rubber industry and the 
breaking up of large estates into small holdings. 

Keven the large parties have difliculty arousing the electorate. When 
the study mission was in Kuala Lumpur only about 8,000 voters, of an 
estimated 75,000 eligible voters, participated in municipal elections. 
The same attitude has shown itself in other local elections, including 
Singapore. The danger to the development of self-government in 
Malaya is more likely to come from the apathy of the voters than from 
the ability of the candidates. 


The emergency 
Remnants of the Chinese Liberation Army that fought with the 


British against the Japanese made up the core of the postwar Com- 
munist Party in Malaya. Until 1948 they acted as a constitutional 
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party. In that year they changed their tactics and went in for sub- 
version, assassination, and attacks on estates. Their expressed ob- 
jective is to drive out the British and establish a Communist state. 

When it was in Kuala Lumpur, the study mission reviewed the 
whole situation with the Chief of Staff to Gen. Sir Gerald Templer, 
High Commissioner and Director of Operations for the Federation of 
Malaya. The guerrillas, numbering an estimated 5,000 at present, 
are organized on a politico-military basis with a politburo, state, dis- 
trict, and local branches. The latter are the clandestine Chinese who 
serve as eyes and ears for them. Their military organization, the 
Malay Ra “es Liberation Army, has units grouped into regiments, bat- 
talions,and platoons. Eighty percent of the present leaders are known 
to British authorities. 

To deal with them the British use both military and police units. 
At the present time 27 battalions are deployed against the guerrillas, 
comprising units from the United Kingdom, Gurkha, and Malay 
troops, and a unit from the Fiji Islands. The RAF engages in bomb- 
ing and strafing and carries supplies to the forward positions, while 
the Navy engages in coastal patrol. The 50,000 regular Malay police 
who for the most part are confined to ons nary police work are aug- 
mented by 30,000 special constables and about 250,000 part-time home 
guards The spec lt al consté shies oper ite in ZO- to 50-man units, cuard- 
ing villages and p ylanters, patroling jul nale edges and borders, and 
enlisting the support of, and giving protection to, the aboriginal pop- 
ulation. The home guards do not enga 
but remain on fixed duty assignments around residences, plantations 


re in mil tary Ol ‘ police action 


aoe 2s 

‘ou pled y ith military measures aga the Com ts, tl u 
er on hive used ancillary civil measures necessary to a solution of 
the problem. The most extensive of these has been the resettling of 
about 500,000 Chinese squatters into new villag Previously sts 


tered in isolated areas and in small clusters, they had cooperated, 


partly through int midation, With the guerl Ilas. Dris ne out of 
Kuala Lumpur, the study mission passed several settlements from 
whi h the ( ‘hinese had be ell moved. a le ab indone d houses ive Lye en 
torn down so that they cannot provide refuge for the guerrillas. A 
few miles beyond was the new village to which families from area 
had been transferred. New and adequate he ises had been built The 
entire village was enclosed and armed oual ls stntioned at the few 
entrances. After sundown none is allowed to leave. Where the 
authorities have reason to belt ve that the ouerl 1] LS have been s ip 
plied by the villagers, they have clampr lan extended curfew on the 
village. In a few cases the curfew has been 23 hours, leaving the 
inhabitants almost no time to care for their tields. 

Another measure that has proved successtul is the institution of 


food control points. Within the check point area t] e police remove 
all food from the population except enough for each family for a 
designated number ot day S. No one entering one of these areas may 
take any food. This forces the Communists either to rob the people 
and thereby turn them against the Communists or to be starved out. 
Increased defections from the Communist ranks are attributed to 
this technique. 
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The arrival of General Templer in early 1952 was followed by a 
stepped-up concerted drive against the guerrillas. By the end of 
1953 a number of areas had been cleared, the economic life of the 
country had undergone marked recovery, and morale was greatly im 
proved, Large-scale attacks have been reduced and surrenders are 
more numerous. Yet the hard-core guerrillas are about the same 
numerically and incidents continue. New recruits come from the ranks 
of Chinese youth. 

Given the terrain and the tactics. it is doubtful that the Communists 
Can be flushed out completely. The be ‘st immedi: ite hope Is to hold 
what has been won. The fact that General ‘Templer’s successor 1s a 
civilian, Sir Donald C. MacGillivray, present Deputy High Commis 
sioner, Indicates that the authorities feel the worst phase of the mili- 


tary operation is over. That does not mean any relaxation of military 
effort. It does suggest, however, that creater efforts will be made 
toward the development of self-government. The paradox of the 


situation is that to continue the present pressures on the Communists 
necessitates the use of civilian control measures that retard, if not 
discourage, self-government and thereby postpone any British plans 
for gradual withdrawal. 

The study mission was impressed by the vigor and ingenuity with 
which the British are meeting the Communist attacks in Malaya. 
Credit must be shared for their success by the Malayans and the 
other ethnie groups which are overwhelmingly anti-Communist. 


Keonomir situation 


The kevstone of Malava’s economy is rubber and tin, the major 


portion of which is exported to the United States. Mak ya is the 
leading earner of dollar exchange in the sterling area’s common dollar 
pool, The price slump 1 1) these commodities since 1952 has brought 


about a consi der: ible recession, losses in value of exports, in dollar 
exchange, and in government revenue from export taxes. In the 
rubber aia it has created labor problems resulting from reduced 
wages. Internally the Communist attacks have added to the diffi- 
culties of these industries. 

Reliance upon two commodities, together with a heavy rice defi 
cle ney, have pointed up the need for greater diversification. Other 
important products, many of which are susceptible of further develop- 
ment, are iron ore, palm oi], coconut oil, pineapples, timber, fisheries 
produc ts, bauxite » cocoa, and he ‘mp. Singapore and, to a lesser e xtent, 
Penang are free ports serving as processing and transshipping centers 
for Southeast Asia as well as Malaya. 

OU nite a States poli } 

Although the United States is not directly involved in Malaya’s 
current problems, it recognizes the strategic, political, and economic 
importance of the peninsula to the free world. The United States 
supports the British in their twin objectives of defeating Communist 
terrorism and of creating in due course a united and self-governing 
Malayan state. ; 

Because British and Malayan resources have been sufficient to deal 
with the Communist menace, the United States has no militarv 
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assistance program for the countrys such i as it has given ! 


been limited to items which the British are unable to supply from the 


own resources. One thousand carbines were Ppplied recently on a 
reimbursable basis. Helicopters destined for Britain under MDAP 
were diverted on a loan basis to Malaya until the British can replace 
them with their own. Such economic and technical assistance as has 
been given Malaya has been under the United Kingdom dependent 
overseas territories program The principal item has been the prov 


sion of $400,000 worth of roadbuilding equ pment under ECA grant 


42591—54—_6 
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INDONESIA 


The Republic of Indonesia is an archipelago of more than 2,000 
islands dipping around South Asia from the Malay Peninsula east- 
ward to Australia, a distance of 2,800 miles. The north-south distance 
is the same as that otf the United States. The total land area, however, 
is only one-quarter that of the United States. 

Ithougeh no census has been taken since 1930 present estimates 
of population are about 80 million, making it the sixth most populous 


country in the work l. The population density varies widely. Java, 
with the capit tal city of Djakarta (formerly Batavia), is a quarter of 
the size of France. It contains about 60 million people, or 950 per 
square mile. Borneo, the size of France, has slightly over 3 million. 
More than 80 percent of the country’s economic life is based on sub- 


sistence agriculture. 

Irom the 17th century to World War IT, except for a brief Br itish 
interregnum during the N: ipoleonic period, the Dutch controlled the 
islands. It was only at the beginning of this century, however, that 
movements for independence started. These were led for the most 
part by young men who had secured a western ep education beyon d 
the two or three years of schooling made available by the Dute h, and 
who failed to find opportunities thereafter commensurate with their 
enlarged ambitions. In the prewar period agitation for se ‘1f-covern- 
ment increased and, on occasion, threatened Dutch authority. The 
Dutch resorted to repressive measures including the jailing or exiling 
of Indonesian leaders. Among these were the present President 
Sukarno, Vice President Hatta and others who now occupy high posi- 
tions in the Government. 

Indonesia was one of the richest prizes to fall to the Japanese. To 
strengthen their political control, they liberated political prisoners 
and installed many of them in positions of responsibility in the Gov- 
ernment. Some collaborated fully with the Japanese. Others us sed 
the new found opportunity to further the cause of Indonesian inde- 
pendence by planning with the anti-Japanese underground to seize 
power when the occasion presente dd itself. 

Within three days after the Japanese surrender, Indonesian inde- 
pendence was proc laimed and the Republic of Indonesia set up. From 
that date to the present the political history falls into two broad peri- 
ods. Until 1949 the Dutch attempted to regain control of the islands, 
occasionally by negotiation and frequently by force. Their efforts 
were unsuccessful and a settlement was finally reached, with United 
Nations mediation, in 1949. Sovereignty was transferred from the 
Dutch to the United States of Indonesia, a federation of 16 states and 
territories. Less than a year later the federal structure was abolished 
and the Republic of Indonesia was established. President Sukarno 
who had been elected unanimously by deputies from the constituent 
states of the United States of Indonesia, became the head of the uni- 
tary state by an agreement which took the form of a new and tem- 


io 
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porary constitution. The first election for a constituent assembly and 
a irl ument is slated for late thi s vear or early | n 1955. 

The circumstances of Indonesia’s start as an independent state were 
unique. United States withdrawal from the Philippines and British 
withdr: wwal from India were orderly and marked by good will. The 
French are working out plans to turn over sovereignty in Indochina. 
The Dutch left Indonesia only after a conflict and with bitterness on 
both sides. The. iemory of that struggle together with the unsettled 
status of Netherlands New Guinea (to the Dutch) or Irian (to the 
Indonesians ) colors much of the thinking of Indonesians not only 
toward the Dutch but toward the West 

It was not what the Dutch did do as much as what they did not do 
that underlies so many of Indonesia’s present difficulties. In con 
formity with the traditional pattern of European colonialism, the 
archipelago was ruled as a part of the empire, with Dutch adminis 
trators holding all positions of any authority. Its economy was de 
veloped In response to Dutch overseas trade requirements. Dutch 
capital and Indonesian labor favored estate production at the expense 


of native subsistence economy. Dutch educational policy Was SO 
restricted that on the eve of World War II fewer than 4.000 Indo 
nesians of an estimated 72 million had higher education. Eduea 


tional facilities were set up only in the larger urban centers and the 
program confined to two or three years. ance years of Japanese occu 
pation followed by four years of political instability during the 
struggle for independence deprived the population of even this rudi 
mentary schooling. No country has embarked upon its independence 
with so few people capable of administering the governmental 
machinery. 

Inte rnal S¢ curity 

The most immediate political problem is to hold the country 
together. Ironically, the tenuous physical ties that link the islands 
are in Dutch hands. A Duteh company operates the interisland ship- 
ping and a Duteh operated airline with a thin veneer ot Indonesian 
control proy ides the air links. 

The struggle against the Dutch provided the strongest unifying 
force. Their withdrawal opened the way for separatist ambitions to 
flourish. This was not difficult in a country as physically compart- 
mentalized and ethnically divided as Indonesia. Tod: ay central au- 
thority is challenged over a wide area, including within Java itself. 

Some opposition is ideologically inspired. On the one extreme, the 
Darul-Islam movement, through not a political party, has a program 
similar to that of the Moslem Brotherhood in Near Eastern countries. 
It is dedicated to a theocratic state based on the orthodox tenets of 
the Koran. It operates a military force, has an underground move- 
ment, and conducts terrorist campaigns in Java and Sumatra. Its 
religious base not only gives it strength but offers it some measure of 
security. Indonesia’s predominant religion is Moslem but other world 
religions are practiced by segments of the population. Political 
parties have formed around religious, as well as economic and soci: ul, 
issues. ‘The largest of about a score of political parties is the Masjumi 
Party. Although secular in character, it is Moslem oriented and 
regards itself as “something of a special custodian of the Islamic faith. 
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It has some supporters in the Government, but the cabinet includes no 
member of this party. Other lesser parties also dr aw much of their 
following from the Moslem faith. Thus the Government must move 
cautiously in dealing with the Darul-Islam movement lest it unleash 
emotional forces that will change a rebellion into a religious war. 
At the other end of the politic ral spec trum the Communists Oppose 
the Government. Their bid to seize the Government in 1948 was 
crushed by Government forces at the order of President Sukarno, a 
point often overlooked by outside critics of the Indonesian Govern- 
ment. Since then, the Communists have adopted an air of respect- 
ability. They are an important bloc in Parliament. Although not in 
the Government, any shift in the precarious balance that makes up 


the present coalition would give them more power. The most in 
fluential trade union federation is Communist Sspons sored and led. It 
has deve loped a strong follow ing uUnNOnYg the plantation workers and 
in transport ed ries, two of the nerve centers of the Republic’s 


economy. Cicsmobiel tan ed elements in south Java and Celebes 
carry on a running war with the Government. Recognition of the 
Chinese Communist regime by Indonesia has made it easier for the 
Communists to penetrate the ranks of the 2 million Chinese and some 
of the more militant Communists are Chinese. 

Between these two extremes are indigenous and local groups that 
engage in sabotage, robbery, and village raids. In the eastern islands 
pro-Dutch groups have carried on armed opposition to the Govern- 
ment. The net effect of all the opposing forces is to paralyze much of 
the country’s economy and divert its limited resources to the main- 
tenance of internal security. It was this situation that led the Gov- 
ernment to sign an agreement in 1950 with the United States for 
$5 million worth of military assistance. The Indonesian Constabu- 
lary, partly trained and equipped from these funds, has been one of 
the country’s most effective security forces. When the assurances re- 
quired under section 511 (a) of the Mutual Security Act were an- 
nounced, the Government was accused of having forsaken Indonesia’s 
independent foreign policy to line up with the United States, and the 
cabinet fell on that issue. The subsequent cabinet replaced the agree 
ment with one based on section 511 (b) by W hich Indone: let Ve matned 


eligible for grant economle aid but not for Craht military assistance, 
Food 

Closely connected with internal se urity 1s the food situation. The 
land is fertile and with careful management and care can support the 
population, The problem Is not so much one of nun ibn rs as ot dis 


tribution of people. Java contains about two-thirds of the population. 
The farther one moves in either direction from Java, the less densely 
populated are the islands. 

One immediate approach suggests itself—shift the population to 
other islands. The Government has attempted this without much 
success. A 5-year “transmigration” plan would move 350,000 from 
Java to nearby Sumatra, or an average of 12,000 a month. But lack 
of capital and of organizational capacity has kept the monthly average 
to about 1.500. Settlements are being made on land reclaimed from 
the jungle. Those who can clear and cultivate it find no means of 
marketing so that the produce contributes little to the food shortage 
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on Java. Those who fail join the ranks of the restless. Dutch rule 
never was heavy on the other islands and the inhabitants developed 
an acceptable degree of prosperity in relative peace. The threatened 
invasion of the more vigorous Javanese has stirred native resentment 
and resistance and added another threat to the Government’s author- 
ity. A recognition of this attitude led the cabinet to approve last 
October a plan for regional autonomy that may be regarded as the 
beginning of a return to a federal system of Government. 

Rubber is the most important foreign exchange earner. Its con- 
tinued role is directly dependent upon the yield from the estates. 
During and after the oce ups ition the trees were overt: ipped, neglec ted 
or destroyed and, in many cases, taken over by squatters. Indonesian 
leaders recognize the importance of bringing them back into cultiva- 
tion. The squatters have resisted efforts to remove them and the Gov- 
ernment, after one attempt at forcible eviction, has advanced a com- 
promise plan permitting them to retain some of the land. Where 
estates have been returned to private owners, the Government has 
insisted on social welfare programs for the workers. This has re- 
duced some opposition to estate labor on the part of the workers who 
still identify it with prewar conditions. Unlike the Chinese or Japa- 
nese, most Indonesians have a marked preference for leisure and a 
willingness to produce no more than necessary to satisfy their imme 
diate needs. , 

While rubber and tin production have recovered from the low point 
reached during World War II and the subsequent disturbances, Indo 
nesia’s excessive dependence on the foreign exchange proce eds of these 
items has been a source of diffie ulty. Rubber pr ices increased r: ipidly 
when the Korean war started. and Indonesia geared its economy to the 
high prices. The eventual fall in prices, although not to the level pre- 
vailing before the Korean struggle, has left Indonesia in a position 
where its foreign exchange reserves are at a low point. Indonesian 
leaders inquired of the study mission the policy of the United States 
on Indonesian surpluses of rubber. The members of the study mission 
pointed out that the United States with all of its skills and its large 
internal market is also burdened with surpluses in certain commodities 
which it cannot readily dispose of. The whole problem of surplus 
nonacibitie ‘Ss In any country is a complex and difficult issue that goes 
well bevond simple economic factors and cannot be solved quickly. 
Furthermore, it was only because of United States partic ipation in 
the Korean conflict that the market price went as high as it did. That 
conflict was fought for the seew ity of the free world of which Indo 
nesia isa part. 

There is a tendency in countries produei Ine@ nature al rubber to blame 
the United States for low world prices because of the competition from 
American artificial rubber p lants. The experiences of World War II 
have taught us that we dare not allow ourselves to depend solely on 
foreign sources for such a vital commodity as rubber that might again 
be e1 i off in time of war. The disturbed conditions in, and Communist 
attacks on, Asia strengthen this view. 

The United States is desirous of achieving stable world prices 
through international efforts. Because the situation is so urgent in 
Indonesia, the study mission is of the opinion that the United States 
should make a special effort to work out a more immediate arrange- 
ment that will give that Government some assistance pending a 
broader world settlement. 
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United States aid 


United States economic assistance was first granted to Indonesia 
via the Netherlands as part of the latter’s ECA allocation. In 1950, 
shortly after sovereignty was transferred, a bilateral agreement was 
signed with the new Republic. The present program operates under 
this agreement and a note signed by both Governments in January 
1953. 

When the United States Special Technical and Economic Mission 
started, the Indonesian Government was working desperately to put 
its economy back into motion and to reestablish even the inadequate 
public health and other services available before the occupation. 
Food production was less than one-half of prewar times, principally 
because farmers lacked even basic tools, irrigation facilities had been 
destroyed, and the soil depleted. There was only one practicing physi- 
cian per 100,000 persons and only 50 fully qualified nurses in the whole 
country. Thirty percent of the population (in some areas as high as 
90 percent) suffered from malaria. Hospitals lacked medicines and 
essential equipment. In each of the first two years of the aid program 
87 percent and 81 percent, respectively, of total aid funds were spent 
on essential relief commodities. 

As reconstruction progressed and as the realization of the im- 
portance of technical training grew, the emphasis was shifted from 
commodities to technical assistance and training. The transfer of 
operations from MSA to TCA encouraged this trend. When the 
study mission was in Djakarta in December, the fiseal 1954 funds had 
not been obligated except for FOA personnel. This delay, it was ex- 
plained, was due to the time required to reorganize the Indonesian 
Government following the selection of its new cabinet last summer. 

Through FOA-financed contracts the Indonesian Government has 
contracted with the J. G. White Engineering & Management Consul- 
tant Services. The company has helped with Government efforts to 
restore public services, mining, and industry and to utilize more effec- 
tively Indonesia’s resource potential. It has surveyed Indonesian in- 
dustry and provided continuing management consulting services to 
some 20 private industrial plants. The current contract calls for the 
services of approximately 40 engineering and management experts as 
opposed to 16 under its previous two-year contract. The Government 
plans to make increased use of the company’s experts to train Indo- 
nesian personnel in technical, commercial, and management skills re- 
quired for the operation and management of newly established and 
proposed industrial facilities. 

United States physical facilities 

The physical facilities of our mission in Djakarta are in urgent 
need of improvement. Embassy activities are housed in six different 
buildings. The main one is a fire hazard and presents diflicult prob- 
lems of security. Although the Department of State has approved 
ylans and Congress has appropriated the money, construction is de- 
ferid by the need to remove squatters from the site of the proposed 
building. This is not an easy matter in Indonesia. Even when this 
has been accomplished, it will take about two years to complete the 
building. 

Pending its completion a structure next door to the new chancery 
site could be altered to accomodate the chancery until the new building 
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ready, The study mission was informed that alterations would cost 
bout 16,000, { On the completion of the chancery, the building 
vould provide additional office space and, at some future date, could 
be utilized for quarters that are always in short supply in Djakarta. 

Staff housing is far from adequate. Congestion is the rule and ina 
climate as uncomfortable as that of Djakarta it creates a serious morale 
problem The st uly mission recommends that the Department take 
immediate ste ps to build or rent adequate accommodations for Amer 
can personnel 

The Ambassador’s residence, although imposing as a structure, Is 
unsuitable as the home of our chief representative. It is furnished 
with French antiques which should be replaced with more appropriate 
amd servicable furnishings. The building needs extensive repairs 1n 
cluding the installation of proper baths as wellas landscaping. 

The humdrum humid climate of Djakarta takes a toll of human 
energy, efficiency and morale. To overcome this, business concerns 
and other embassies provide quarters in the nearby hills where their 
taffs can retire for weekends and vacations. ‘This is regarded as a 
necessity rather than a luxury. The study mission recommends that 
the Department of State approve a few inexpensive units that would 
be available to the staff on a rotation basis. 


Contrary to newspaper reports, the study mission was received with 
courtesy and cordiality in Indonesia. Conversations with its highest 
officials were marked by frankness on both sides that did much to con- 
tribute toa better understanding of the current problems and attitudes. 

Indonesia’s insularity has not isolated it from the stream of world 
cultures. Standing at the crossroads of the Orient it has drawn to its 
shores peoples of many cultures who have borrowed freely from each 
other. Another characteristic that strikes one who has traveled 
through other oriental countries is the absence of an aristocracy based 


upon W ealth or heritage. None of the present leaders has vested eco 


nomic interests and none ¢ lnims a position based On lineage. a re 1s 
an apparent egalitarianism in Indonesian society. 
These two features explain much of the present direction ich 


I) donesia Is moving. No other government st irted so close vw. dlead 
center as that of Indonesia. In working out its philosophy and its 
organization, it has been able to draw more fully from its indigenous 
qualities than many other new governments. In the political field, the 
authoritarian rule of the Dutch is gone and no leader with a man 
date from heaven exists. Neither President Sukarno nor his legion 
of followers interprets his strong powers as a move toward a totalitar 
ian or absolute form of government, To accommodate the diversity of 
the country, democracy is recognized as the most acceptable form of 
government. Except for the usual extremists, all political parties 
embra e this concept, The President himself is devoted to it. In the 
eCCONOTL field, loeal capital has never existed and the country’s only 
experience with capitalism was that provided by the Dutch. Thus 
capitalism is equated with colonialism, and colonialism is equated with 
neglect of the people’s welfare. This absence of local capital and the 
withdrawal of foreign capital make the country susceptible to social- 
ism on pragmatic, rather than doctrinaire, grounds. 
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So far as the | nited states 1s conce rned, some of the ai tipatl y to 
) l 


ward the Dutch has been transferred to the United States, partly be 
cause Of postwar policies viewed by Indonesians as supporting colonial 


powers against Asian peoples. United States policy in Tunis and 
Morocco, which is interpreted as supporting French policy, is particu 
larly unpopular in Indonesia. The study mission took the occasion to 


point out to Indonesian officials that our attitude on such issues had to 


be considered in the larger context of the free world’s struggle 

In numerous conversations the dead horse of Dutch colonialism was 
flogged while the Tro] un horse of Communist Imperialism too often 
Was minimized or 1enored The residue of bitterness toward the 
Dutch is understandable. But it does not provide the constructive 
energy needed to build the future. Some of t leaders understand 
fully the nature of the Communist threat to their com trv, but the 
political balance among the country’s multiple PaActLONS Is sO delicate 


that any shift in the compos tion of the coalition would Upset the 
Government and work to the benefit of the Communists. This leads 
to the pursuit of an “independent” or “neutral” foreign policy that 
seems to require that a step taken toward the free world must be 
balanced by one toward the Soviet bloe. 

Indonesians fear a degree of isolation that would put them in a 
unilateral position vis-a-vis other countries. They have a countel 


fear of foreign entanglements that would commit them to stronger 
powers, Thus they accept foreign aid and are appreciat ive of it (many 
so expressed themselves to the study MISSIO} ir but tl eC\ fear that it will 
overly commit them to the assisting countries. The Indonesians look 
to the United States as their most important source of imports, their 
most important market, and as the primary source of economic and 
technical assistance. They also feel that the outcome of their claim to 
western New Guinea as well as the ultimate success of their demands 
for reparations from Japan depend on the attitude of the United 
States. Some Indonesians feel that the United States is not so muel 
concerned with their welfare as it is interested in their country as a 
source of strategic raw materials and a nulitary base in case of wat 
On the other hand, others are coming to understat d that the U teal 
States wishes to see a democratic and stable eovernment in Indonesia 
as an assurance against increased conflict in the Far East. 

Indonesia’s difficulties in disposing of its rubber and tin at 
favorable prices raise a problem common to many countries in 
the Far East, namely, how to achieve an adequate and steady re- 
turn on the few basic exports upon which they depend for for- 
eign exchange. It is essential as a part of the problem of keep- 
ing these nations out of the Communist orbit that the United 
States and its associates cooperate on plans that will enable these 
nations to dispose of their commodities under terms and condi- 
tions satisfactory to both buyers and sellers. 
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THE PHILIPPINES 


The Republic of the Philippines is the largest island group in the 
Malay Archipelago, extending from Formosa to Borneo. Of the 
7.100 islands in the Republic, {62 have an area of 1 square mile or 
more, and only 11 have an area of more than 1,000 square miles. The 
total land area that sustains the 20 million inhabitants is about that 
of Arizona. Pursuant to an act of Congress in 1934, the independent 
Republic of the Philippines was proclaimed on July 4, 1946. 

Political situation 

The political structure of the Philippines is modeled after that of 
the United States. The study mission visited the Republic in the 
interim between the election of Ramon Magsaysay as President and 
his inauguration. Both candidates in this election, Mr. Magsaysay 
and President Quirino, a candidate for reelection, are friendly to the 
United States and support the economic and social system evolving 
in the Philippines. The chief concern of the United States was that 
the election be free and orderly. This was important to the progress 
and stability of the Republic. More than that, it was important as 
a demonstration to the Asian peoples that a democratic system can 
result in a free expression of the will of the people. Both United 
States and Philippine officials attested to the high degree of orderli- 
ness that may well serve as a model for other Asian countries. This 
was particularly gratifying in view of the spirited campaign. 

The only threat to the internal seem ity otf the country comes trom 
the Communist-led Hukbalahap (Huk) movement. Its strength has 
been steadily declining during the last 214 vears. With the advice 
and assistance of the Joint United States Military Advisory Group 
(JUSMAG) the Philippine armed forces have reduced the number 
of armed Communists from 10,000 to about 3,500. As the country’s 
economy has improved and opportunities for a peaceful livelihood 
have become available, many of the rank and file have left the move- 
ment. It is significant, however. that the greatest concentration of 
Huk strength is around the main American airbase at Clark Fie 


f f 


Economic SITUATION 


The Philippines is primarily an agricultural country. Over 60 
] 


percent of the gainfully employed workers till the soil or raise live- 
stock. Principal crops are rice, corn, sugar, copra, abaca, and to- 


bacco. Almost the entire export of sugar is destined for the Ameri- 


YY 


can market. More than a billion board feet of timber are cut an- 
nually. Of that which is exported, Japan pul ases logs wna the 
United States takes the hardwood lumber. Mining operations 1n- 
clude gold, copper, iron, chrome, and manganese, 

Industrial activities center around the processing of sugarcane, 
fibers, coconuts, metallic minerals, and timber. Additional industries 
geared to the export market are embroidery, pineapple canning, and 
pearl-button manufacture. Cordage plants operate about equal! 
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the domestic and foreign market. A light steel-rolling mill and a 
Government-owned steel mill are in operation. American companies 
have installed plants for the assembling of automobiles, trucks, and 
farm implements. 

Phe Importance of the United States in the Republic's economy 1s 


evidenced by the large place it has in the Republic’s foreign trade. 
About. T0 percent of | hilipp he imports come from the United States 
with J ipan, Indonesia, Canada, and Thailand supplying most of the 
balance. The United States takes about 65 percent of the exports 5 


Jap il ov swith about 8 pereent. 


Because ‘ prosperity of the country is largely dependent on ex 
ports, its economy Is very sensitive to price fluctuations in world con 
modity markets. Lack of diversification in its output sino pontelnane 
to economic ee As in other underdeveloped countries, pro 
duction is often ineflicient and per capita income is low. Distribu 


tion of income Is grossly ena: Before the war one percent of the 
eainfully emploved workers received one third of the total national 
income. The hasic economic problem of the Philippines is therefore 


to increase the cnpacitv of the Milipi ho peop ne to produce. Alth ough 
total production = is 5 pecowened to the prewal leve l. the r: ite of crease 
has not kept pace with the rate of increase of population, except for 
food rop produ tion. The need for diversify Ing the pattern of econ 
omy and for raising efficiency of production, particularly of export 
Pane becomes Increasingly Important, Beginning July 1, 1954, 


Phil pine e Xports ¢: inno longe renter the United States free of duty ; 
they will be subject to gradually dee lining preferences over the next 
20 years. 

The financial situation of the Philippines has improved consider 
ably from the low point of 1949. It has become self-sufficient in rice; 
a marked improvement has been shown in tax collections: the budget 


Wiis balanced the last fiseal year; and the international reserves have 


been maintained at a safe level through stringent import and exchange 
controls. Various economic analyses, including that of the Central 
Bank, indicate 2 somewhat diminished rate of orowth in the economy. 


Compared t o the early postwar reconstruction period, the rate of 
increase of production has declined; domestic investment has gone 
down; but Government investment expenditures have risen. The 
Philippines in 1952 had a trade deficit of $69 million as against an 
unfavorable balance of $72 million in 1951. Postwar external trade 
deficits have been offset by United States Government disbursements, 
currently estimated at about $150 million annually for goods and serv 
ices in connection with our various programs in the Republic, includ- 
ing al id be veterans. 

President Magsaysay recognizes the weaknesses of the Philip 
pine economy and has expressed himse If as favoring economic and so- 
cial reforms to improve the country’s condition. It is hoped that 
he will have the support of the Philippine Congress for his program. 
He himself is a forceful personality and is strongly supported by 
younger business leaders and individuals who share his views and 
much of his enthusiasm. 


r= , ° ° 
/ nited States economic assistance 


The United States has given substantial assistance to the Govern- 
ment of the Philippines since the end of the war, estimated at $1.4 
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billion between 1945 and 1949. Not all of this was grant aid. Some 
of it represented payments to the » Philippine Government as well as 
to individuals for goods : and services procured during the war. In 
either case the net effect was to provide dollars by which imports 
could be financed. From the Philippine viewpoint it was unfortunate 
that a ee portion was used for the pure hase of lux uy commodi- 
ties, therel V de nving the P hilip ypine economy the Pall benetits of these 
extraordinary dollar receipts. Some of the $380 million which the 
United States paid in settlement of private claims was so diverted. 

Current economic assistance developed out of the Bell economic 
survey mission which this Government sent to the Philippines in 1950 
following a request from the President of the P1 ulip ypines for assist- 
ance in meeting the economic and financial eh lems with which that 
Republic was confronted. ‘The mission recommended 
that the United States Government provide financial assistance of $250 million 
through loans and grants to help in carrying out a 5-year program of economic 
development and technical assistance. 

To prevent the future dissipation of such dollar aid, the commission 
further recommended 

that this aid be strictly conditioned on steps being taken by the Philippine Gov- 
ernment to carry out the (commission’s) recommendations, including the im 
mediate enactment of tax legislation and other urgent reforms 

and that the United States aid mission supervise and control both the 
dollar and counterpart expenditures, 

The initial momentum of the Philippine Government in carrying 
out its commitments under the aid agreement has begun to slow down. 
Implementation of the minimum-wage law has been inadequate, and 
the Government has been slow in etlecting certain agricultural re 
forms. United States assistance has been directed to increase produce 
tion, assist in diversifying the Philippine economy, raise the standard 


of living for industrial and agric ultural labore s, and generally con 
tribute to the enhancement of free institutions in the islands. 

The dependence of the Republic on agr culture ts evidenced by the 
fact that it accounts for about 87 percent of the exports. About $27 
million (one-third of United States technical assistance to date) has 


been devoted to Increasing food production, primarily rice and corn. 
Fertilizer has been distributed to small food-crop producers; seed 
farms have been rehabilitated; and a significant quantity of improved 
seeds developed. Work is progressing on five gravity irrigation proj 
ects, designed to irrigate 215,000 acres. Twen ty-nine pump irrigation 
systems have been installed, resulting in water for two-crop produc 
tion on 15,000 acres. 

The study mission visited the Alabang stock farm, one of seven 
operated by the Bureau of Animal] Industry of the Phil pine | overn 
ment and devoted to the production of improved breeds for distribu 
tion to Filipino livestock owners. The Bureau has re eived tech enl 
assistance from I DA. as well] as financial help in equipping the stock 
farms with buildings, agricultural implements, and livestock for 
breeding purposes. 

The study mission drove to the College of Agriculture and the 
College of Forestry at Los Banos. Before the war these institutions 
were well equip yped and regarded as leading institutions of agriculture 
and forestry in the Far East. During the war the campus of the 
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College of Agriculture was used by the Japanese as an internment 
camp for Americans and Europeans. The facilities of both colleges 
were heavily damaged by the Japanese at the end of the war. Some 
assistance in rebuilding them has been provided from war damage 
funds. More substantial assistance has been given during the past 
two years by FOA, which made possible the rebuilding of structures, 
the equipping of laboratories and libraries, and the financing of a con 
tract between the College of Agriculture and Cornell University. 
Nine Cornell faculty members are now serving as visiting professors, 


as ting in the rehabilitation of the college and in the organization 
and development of a central experiment station. The study mis 
sion believes that this unique institution in the Far Kast could be 


used for the training of students from neighboring countries. It 
would provide an education of high standards at less cost and within 
a context more familiar to them than more costly training in the 
United States. 
7 tg i States military assistance 

Since the establishment ot the Republi, the United States has fur 
nished military assistance in the training and development of the 
armed forces of the Philippines in accordance with the military assist- 
ance agreement of March 1947. as supplemented and amended by 
subsequent agreements. ‘This assistance has included the furnishing 
of arms, ammunition, equipment and supplies, aircraft, and naval 
vessels, and instruction and training. The assistance is administered 
by the Joint United States Military Advisory Group. Prior to the 
Initiation of the Mutual Defense Assistance program in 1949, the 
United States transferred to the Philippines considerable quantities 
of surplus supplies and equipment left there at the end of the war. 
The result of this assistance has been an increase 1n the size and im- 
provement in the effectiveness of the armed forces as evidenced in 
the campaign against the Huks. 


The study mission found no outstanding problems of a vexatious 
character bet ween the United States and the Philippine s. Such prob 
lems as do exist may be regarded as the usual type found between 
nations e} joving substantial economic and political relations and 
respect for each other. The Government of the Philippines is 
disposed toward friendship and cooperation with the United States. 
Its economic and polit cal stab lity, as well as the zeal to improve the 
welfare of its citizens. make it one of the more attractive areas for 
the investment of private capital, both native and foreign. 


TeECHNICAL ASSISTANCE 


Under each of the several countries, the study mission has made 
observations on the technical assistance program in that country. At 
this point it is setting forth some major observations and recom- 
mendations concerning the technical assistance program in general. 

Technical assistance programs and projects should be curtailed 
in number and in scope. A smaller number of better projects do 
more good than a larger number of poorer projects. 
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For the present, such technical assistance as the United States 
finances should be handled principally on a bilateral basis rather 
than through international agencies. 

The difficulties in recruiting technical assistance personnel 
point up the desirability of making greater use of American in- 
stitutions and enterprises through contract arrangements to 
undertake specific programs. 

The termination of our technical assistance program in Burma 
offers a unique opportunity to make an objective analysis of the 
program and of the desire and capacity of recipient governments 
to carry on a technical assistance program after United States 
assistance has been ended. 








GUAM AND OKINAWA 


The islands of Guam and Okinawa have assumed tremendous stra- 
tegic importance as a result of Communist activity in the Far Kast. 
Were it not for the Impact of the military forces on their economy, 
each would be able to sustain its population on an agrarian basis. 
Military installations occupy extensive portions of the land—in Guam 
about one-third and in Okinawa about one-sixth. Thus a large part 
of the population has been divorced from the land and has become 
dependent upon military expenditures for its livelihood. The effect 
has been a disruption of old economic and social patterns. At the 
same time the United States is encouraging the development of popu 
lar cvovernment. As part of its overall interest in Pacific strategy, the 
study mission visited each of the islands to meet with our officials as 
well as with indigenous leaders to learn at first hand the problems 
ot the islands, 

GUAM 


Guam, the largest island in the Mariannas (206 square miles), was 
acd ured by the United States from Spain in 1899, From that date 
until 1950, except for the Japanese occupation during the war, it was 
administered by the Navy. On July 1, 1950, its administration was 


tral | red to thre Depart rie t of the 1) ‘ or. 1 month later the 
President signed the Orgat Lect of Guam which declared the island 
to be an unincorporated territory wit | vovernment and con 
rerreq Ame} i] CITIZENS lp On) the i thal tl The (sovernor ~ 
ppomted by the President for four vears. A unicameral legislature 
of ?1 membet s elected b nially. “The Por} lation is about 60,000. 
Ap} lea ion of Fy de ral ctatfutes 


Under the provisions of the organic act, Federal income taxes and 
customs duties collected in Guam are turned over to Guam for ex 
penditures. The act proy ides that United States statutes shall not be 
applic able to Guam unless specific reference is made, 

The effect of the latter provision is to deny Gauam the benefits of 
certain legislative acts currently applicable to the United States and 
other Territories. The Guamanian legislators, In a meeting with the 
study mission, referred particularly to the Hill-Burton Hospital Con- 
struction Act which authorizes financial assistance in the planning 
and construction of hospitals. The Armed Forces have their own 
facilities, but the local population does not. The legislature has 
floated but not sold a $6 million bond issue for a Guam Memorial Hos- 
pital. It was their contention that even if this were sold, it would 
not provide adequate facilities. Similarly, applicable Federal 
statutes pertaining to low-cost housing development are deemed neces- 
sary to overcome the housing shortage resulting from the war and 
typhoon damages. At the present time only one important private 
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bank functions on the island and does not extend loans for private 
building. 

In 1951 the Commission on the Application of Federal Laws to 
Guam, appointed by the President pursuant to the organic act, re- 
ported 41 statutes not applicable to Guam when the organic act was 
passed but which could be made applicable by a simple amendment to 
existing law. The study mission recommends that those statutes be 
amended to include Guam. 


A gi toeulture 


The legislators expressed concerh over the rapid diminution of 
agricultural activ ity onthe island. Much of the economy is dependent 
pon the supply of goods and services to the military establishment. 
It was felt that any curtailment of defense expenditures would have 
un adverse effect on the economy. Several legislators were of the 
opinion that a return to agriculture should be encouraged. To do 
that would require Federal assistance principally in the form of 
extension services and experimental work. An absence of fertilizer, 
damages from typhoons and from the African snail, introduced by 
the Japanese as a source of food, are among the most serious problems. 
The study mission recommends that the appropriate Federal statutes 
dealing with extension work and experimental stations be ame nded 
to include Guam with such modifications as the local situation requires. 
\ return to agriculture will also do much to improve the social situa- 
tion on the island. 


Passpor ts 

Although the organic act conferred American citizenship on the 
population, American security clearance and passports are required 
of American citizens coming to and going from Guam. This has 
created some dissatisfaction because of discrimination not practiced 
in other territories and, on occasion, has worked hards ships. In sup- 
port of the passport requirement it was pointed out that it provided 
a check on persons coming to Guam; that without such control the 
island could be swamped with unserupulous and undesirable 
characters. 
/ Lilitie Ss 

At present the Navy operates the principal utilities on the island. 
The Guamanian legislators maintained that these should be operated 
by the local government which could sell the services to the Navy. 
These utilities are essential to the operation ‘of the military installa- 
tions. The study mission favors their continued operation by the 
Navy. 
Covernment buildings 


Apart from the military installations a number of government 
departments and agencies, including a district court, have offices on 
the island. The agencies are scattered in a number of buildings in 
various stages of disrepair. The Federal court uses the legislative 
chamber for its sessions. The study mission recommends that a 
Federal building be constructed to house the I‘ederal offices on the 
island. In this connection consideration should be given to the 
desirability of transferring the headquarters of the trust territories 
from Honolulu to Guam. 

42591—54——~7 
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OKINAWA 


Phe Ryukyu archipelago consists of four major island groups 
stretching between J: apan and Formosa. The largest island is Oki- 
hnawa with a population density of more than 1,500 per square mile, 
While other islands are less densely populated, all of them are 
characterized by a rapidly eTowing population. Latest population 
figures for all ish: nds show a total of 965,000. 

From 1871 to 1945 the islands were under Japanese control. From 
1945 to December 1950 they were administered by United States mili- 
tary government. Since the latter date they have been under United 
States civil administration. The commanding general of the Ryukyus 
Command is also the Deputy Governor of the Ryukyu Islands. Act- 
ne for him in the latter ¢ pacity is the civil administrator of the 
United States civil administration of the Ryukyu Islands (USCAR). 
Both the Deputy Governor and civil administrator are military officers. 
The civil administrator is in charge of eight departments located 
at Naha on Okinawa, the sian city of the archipelago, as well 
of civil administration teams on other islands 

Native government functions at two levels—the central govern- 


ment and municipal governments. The central government has an 
executive branch headed by an appointed chief executive. A uni- 
cameral legislature of 31 members was elected in 1952. A court S\ stem 


is headed by a court of ‘appeals of five judges. The courts’ jurisdic- 
tion does not include members of United States agencies. This rudi- 
mentary machinery will provide the Ryukyus with experience in 
popular government. 


Land rental 

About 45,000 acres, or 15 percent, of Okinawa is occupied by United 
States Government installations, principally air force. This land is 
mostly in the southern, or more arable, part of the island. The acre- 
age embraces about 200,000 individual plots owned by 50,000 Oki- 
nawans. The Corps of Engineers, after a study of all relevant factors, 
valued the land at $17 million. The Government agencies pay rent 
at 6 percent of this value or slightly more than $20 annually to each 
of the 50,000 owners. This is an average figure with wide variations 
In payment. 

The Okinawans complained that this sum was inadequate and cited 
the higher rent paid in Japan by the United States as a sum they 
would like to receive. They overlooked the fact that land value in 
Japan is much higher than in Okinawa. There is no question that 
the land is necessary for American installations. The only question 
is whether to continue renting the land or to make some kind of lump- 
sum settlement that will permit the people to relocate elsewhere in 
the islands. They are an agrarian people. Any step that would 
encourage their return to the land would be a desirable economic and 
social measure. In the belief that a cash settlement will hasten their 
return to farming and will remove a chronic irritation, the study 
mission recommends a cash settlement in lieu of the present rental 
system. 

Reversion to Japan 

On August 8, 1955, Secretary of State Dulles announced that 

\mami-Oshima, the ponte group of the Ryukyus, would be re- 
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turned to Japan. When the study mission was in Okinawa, the de- 
tails had not been worked out. The anticipated return of a part of 
the island chain gave expectation to the Ryukyuans that the balance, 
including Okinawa, would be returned to Japan. Some of the 
Okinawan leaders who met with the study mission expressed this 
wish. All of them wanted a prompt clarification of their status 
so that they may know whether to give their allegiance to the 
United St: ites or to Japan. The study mission made clear to them 
that there was no possibility of reversion in view of the unsettled 
conditions that persisted in the Far East. Shortly after the study 
mission returned to the United States, Secretary Dulles reasserted 
this position. In announcing the completion of arrangements for the 
return of Amami-Oshima, he stated that the United States would 
continue to exercise its present powers and rights in the remaining 
Ryukyus “so long as conditions of threat and tension exist in the 
Far East.” This was reaflirmed by President Eisenhower in his 
State of the Union message of January 7, 1954, when he said “we shall 
maintain indefinitely our bases in Okinawa.” The study mission 
strongly endorses this position. 


Emigration 


Before the war small numbers of the Ryukyuans migrated princi- 
pally to several Latin American countries, Japan, the Marianas, and 
the Hawaiian Islands. They now wish to resume this migration be- 
cause of the rapid increase in their population. Apart from a lack of 
funds to finance migration, the principal barrier is the immigration 

restrictions of other countries. ‘The study mission advised them it 
was unable to do anything to secure their admission into foreign coun- 
tries. No comment was made on their desire to migrate to the Mari- 
anas. In the case of emigration to the United States, the Ryukyuans 
come in on the Japanese quota. Since the islands will remain in 
United States possession for an indefinite period, it would be desirable 
that they not be dependent upon the Japanese quota. The stud) 
mission recommends that the regular minimum immigration quota of 
100 be made available for persons indigenous to the Ryukyu Tslands. 
Education 

The rehabilitation and enlargement of educational facilities have 
been part of the program of the American authorities. The building 
program is about 55 percent completed. A university, developed along 
land-grant college lines, has been started with the administrative 
cuidance of Michigan State College, and in the judgment of the study 
mission is making excellent progress. About $6 million more will be 
needed to complete the educational facilities in the islands. The most 
important problem in education is to raise the standards of teachers 
who play a more influential role in community affairs than they do in 
the United States. Teachers in Okinawa receive $38 a month; on the 
other islands, $33. 








INFORMATION PROGRAM 


United States information activities in the Far East are conducted 
through all the media used in other parts of the world. Within each 
country their relative priority is determined, as is their effectiveness, 
by the local situation. Hence generalizations must be subject to a 
considerable number of reservations. 


Pre KN and publications 


The high rate of illiteracy would appear to make this one of the 
least successful media. But the literate minority represents an influ- 
ential segment of the population. The organization and methods of 
the local press are such that it accepts more readily, particularly in the 
provinces, material made available by our information agency. One 
of the strongest arguments for our continued press activities is that 
the Communists compete with us in trying to place their material in 
the newspapers. 

More than other media, the successful use of the press is dependent 
upon the cultivation of personal relations between American person 
nel and those who publish the papers. These relationships cannot 
be achieved quickly nor can they be developed only through forma] 
contacts. A long period of informal association is necessary to gain 
confidence. Individuals should be carefully chosen for their personal 
qualities, as well as for their professional competence, and permitted 
to remain in their assignment without too frequent rotation. Informal 
meetings often require a modest amount of entertaining such as a 
luncheon. The study mission is of the opinion that the present rep- 
resentation allowances are inadequate and impose a financial burden 
on the individual officer. At one post the study mission was informed 
that the represent: ition allowance for 18 Americans was $202 a quarter 
or $3.75 per person per month. 

A regional printing and distribution center has been developed in 
Manila. One of the most effective publications, Free World, is pub- 
lished there in a number of languages and editions to serve each of the 
countries in the area. In Hong Kong a bimonthly magazine, World 
Today, is published in Chinese and enjoys the largest circulation of 
any magazine outside of Communist China. 

The book translation program is making available to Asian peoples 
literature, both technical and general in content, that otherwise would 
not be available to them. In Rangoon the study mission visited the 
headquarters of the Burma Translation Society. A well stocked 1i- 
brary of American works was being translated into Burmese by local 
translators. In an adjacent building a modern printing plant, de- 
signed and serviced by American technicians and equipped with 
American machinery turned out inexpensive editions. 


Radio 
There is great division of opinion as to the effectiveness of the 
Voice of America. Several officers stated that if they had to make 


9) 
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further retrenchments, the radio program would be the one to cut most 
heavily. As may be expected, receivers are relatively few in the Fat 
East. Reception is generally good and should improve when two new 
transmitters, now in test operation, are put imto regular Operation. 
The Chinese Communists have been doing some jamming, and it is ex 
pected that this will increase. Local criticism is more frequently 
directed at the content which is generally less appealing than loeal 
broadcasts and those from other foreign countries. As more propa 
ganda Is injected Into the hews, public sceptii sn) Increases and the 
effect is diminished. The BBC practice ot GIVING the news without 
editorial comment would appear to be a more successful technique 
Librart N 

The stu ly mission visited a number of our information service hi 
braries. It wus impressed by the quantity al ad the Variety of ma 
terial available, such as books, tech eal journals, hewspapers ancl 


popular Magazines, Unlike the press and radio whi h have something 
of a captive audience, users of libraries must take the initiative them 
-elves, The fact that thev are heavily used is an indication of then 
worth. More important, thev are not only visited by the student and 


the casual reader but in a number of countries they service government 
officials, civil servants, and academicians. Most of the works are in 
ene@lish In contrast the study MISSION noted the large number of 
Conmmunist works printed In the local language on sale in local book 
stores for small sums because of heavy subsidy. ‘These works were 
attractively bound and printed on relatively expensive paper. The 
study mission recommends increased etforts by our agencies toward 
the development of a vigorous program of translation, publication, 
and distribution. ‘The market is there as evidenced by the eagerness 
onthe part of the population to absorb foreion ideas. 

The libraries also serve as cultural and educational centers. Eng 
lish language lessons are given in a number of them. For example, 
in Saigon and Taipei language instruction for military and govern 
inent personnel IS elven by Americans on their own time, including 
not only our officials but members of their families. The study 
mission believes this is a commendable contribution. 


Motion pre tures 

Commercial American films are featured in ¢ very city. The hore 
lurid and sensational they are, the bigger the posters advertising 
them. American films with their emphasis Ooh guns, crime, and sex 
are thought to depict American life. Unfamiliar with ou produc tiol 
and distribution system, most of the people believe them to have Gov 
ernment approval. Obviously the information services do not com 
pete with them but take advantage of the audiences they draw t 
prepare the more prosaic documentaries and newsreels shown at the 
same time. Mobile units serve the hinterland with films that combine 
entertainment with education. Traveling 
medium is the real “orassroots approach of the information program 
The ln pact is not easv to determine. But shortly before the study 
mission was in Indonesia, the information service was asked to wind 


up as quickly as possible what was to be a 4-month tour over the island 


from town to town, this 


pera { “ 
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of Celebes in view of the pressure being put on provincial officials 
by Communist elements. 
Other activities 

In addition to the usual information activities, United States per 
sonnel in Indochina are also engaged in efforts to counter Communist 
psychological warfare. The target group is the peasant. Leaflets 
with contents pinpointed to particular villages are printed for use in 
the Communist-held areas. Messages are addressed to the Communist 
forces. In the preparation of this material our mission has studied 
the methods used by the British in Malaya and by the Philip ypine 
Government against the Huks. Although the French and Vietnamese 
leaders support the program, they have not had experience in its 
operation. Hence the burden on United States officials is greater. 
The study mission was favorably impressed by the ingenuity and 
dispatch with which our information officials in Saigon were handling 
this activity. 

Results obtained by this technique in Indochina suggest a broader 
application in other countries. The tensions of the area have brought 
large numbers of men into the armies of the various countries. With 
out diminishing the importance of other target groups, our informa- 
tion officers could work more closely with the armies. They are not 
professional 1 in the sense that the soldiers have made the military a 
career. Upon the completion of their service, usually about two vears, 
the men return to the villages from which they came. Their concen- 
tration in the military forces provides a means of reaching large 
numbers at one time. “Their military duties can be supplemented by 
various educational activities. In cooperation with our technical as- 
sistance personnel the information personnel can work out programs 
of training in a number of basic subjects that will serve them well upon 
their return to civilian life. 

Our information programs lag in the organization of indigenous 
groups. The Communists are actively engaged in fostering youth 
movements, study groups, and discussion groups. From these groups 
will come many of the future leaders of the country. They will 
have received not only Communist doctrine but techniques of group 
organization and group manipulation. The study mission recom- 
mends that USIA make a thorough study of this type of activity 
with a view to its introduction as part of our program. 

There were some complaints that directives from Washington do 
not permit the field the degree of flexibility necessary for a fast mov- 
ing oper: ation. The study mission does not know how far this observa- 
tion holds true for each country. It is of the opinion, however, that 
the USIA personnel should be given a larger degree of initiative in 
developing programs responsive to the local needs. This may require 
sudden shifts in emphasis and in media utilization. The fact that 
USLA is now outside the State Department should in no way diminish 
the role of the ambassador to set the guide lines for local action. 
Information programs whether inside or outside the State Department 
are important instruments of our foreign policy. The chief of mission 
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Is responsible for the effective execution of this policy and is ina better 
position to make decisions than desk officers several thousand miles 
away ° 

Libraries and translation programs are the most effective infor- 
mation media and should be expanded. Except for war areas and 
for territories under Communist control, radio programs are the 
least effective and the most expendable. 

We should devote greater efforts, as the Communists success- 
fully do, to the development of indigenous group programs, such 
as those for farmers, youth, women, labor, cultural and student 
groups. 








EXCHANGE OF PERSONS PROGRAM 


In each of the countries visited the study mission met informally 
with local citizens who had had the benefit of study in the United 
States under Smith-Mundt or Fulbright grants. ‘Lhe purpose was to 
find out if the program Was effective and the Ways In which it 
could be iuproved, Many of them attended these meetings at 
considerable inconvenience to themselves This in itself is ev idence 
that they are interested in the programs SUCCeSS. 

As the study mission moved from country to country it soon became 


apparent that many ot t | e renctiol experten ec by those mn one coun 


try were had by those in other countries. At times the observations 
ounded almost repetitious Phe following points represent a con 
( = of the opinions most frequently expressed 
|. The period of American study. ranging from x months to a 
ear, is too short. Student particularly spend a good portiol ol 
I { ne orlenting then elves to the American educational patter 
| sing their laneuage proficiency. A nimbe sugeested tiiat 
ould be more desirable to send fewer students for i longer period 


A | neral proposition, the returned stuice nts thought it better 


end more mature individuals such as eraduate students or those 
ready engaged in work in preference to undergraduates. The latter 
do not derive the maxX educational benefit. Fo. th hi It IS more 


of ar experience. Where the program’s major purpose Is to provide 
western orientation, undergraduates are more suitable. But where 


the Purpose | to provide greatet professional competence, older stu 
nts are preferable. 
3. Related to this is the return of students to their own country. 
I} = Tas heel ‘ problem \\ ith students from some COUNTIES, (rene 


ally the younger students are less anxious to return: and when they do, 
they frequently show a dissatisfaction with their native environment 
ind a restiveness that reflects itself n their work. Older students who 
ve established some connections such as a teaching post or 2 eo. 
ernment posit on are generally enger to return and ean make amore 
mediate contribution to their own country 
The United States benefits from the presence of more mature 


eX gees through the element of understanding they can brine to 
the American people and through the more careful selection of values 
{ \ in take back with the m. A number of returned exchange stu 
dents mmented that they felt they had hot made adomaXinit contri 


but Ot to better ! Tati ns W tl) oul people because opportu {tv was not 
given them Particularly if students come for more than a vear the 


study mission believes that the exchangees should be e] couraged and 
enabled to travel more around the United States and meet with various 


eivic and community groups. It would remove the students from 
the secluded atmosphere of a college community and. at the same time, 
rine to (merical communit es Individuals who ean discuss with ma 


turitv and understanding the problems of their own country. 


ON 
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D>. Some expressed the view that American education was too “aca 
demic” in the sense that it was heavily weighted in favor of classroom 
work. This view was stressed especially by those in education and 


soeinl work. They suggested thet mie re time be permitted them to 
observe and engage in field work. Many of their own institutions ean 
provide the Classroom work. It was the practl il experience wal al 


methods that they sought. 

6. Some mild dlissatisfaction was expressed by the lack of “follow 
through” by United States Government agencies, part cularly the 
State Department, after their arrival in the United States. Once the 
short orientation was over, they felt they were on their own. If the 
had chosen a university or « ‘ollege that did not meet their expect: ition 
as to courses, it was usually difficult for them to transfer to another 
Institution. 

The Hawaiian Islands, with their people drawn from many back- 
grounds, provide an unusual place to offer prospective students from 
Asia an introduction into the social problems of the United States. 
The study mission recommends that an orientation course be instituted 

1 the Hawaiian Islands. 

7. In some countries, particularly in Southeast Asia, preference 
was expressed for more emphasis on leader grants rather than stu 
dents. The most immediate need is for well-trained individuals cur 
rently engaged in a profession or occupation. Editors, civil servants, 
and union leaders are the pars who would be able to contribute 
prese ntly more to their country by shorter visits to the United States 
with opportunities to observe and discuss our methods than those pur- 
suing formal studies. 

In several countries returned students and leaders have formed 
something comparable to an alumni association. They offer advice 
and assistance to prospective exchangees and maintain contact with 
American institutions and individuals. The study mission believes 
these associations shoul | be olive hn eve ry assistant eC al dl encouragement 
by our officials. Where they do not exist, their formation should be 
sponsored by our officials. Although the membership IS not large, 
the members are able to impart an in terpretation and unde — 
of the United States to their countrymen in a manner not possible in 
any other way. 

The exchange program in this part of the worl lis particularly im 
port int because of the pre ference previously shown Ih V students for 
European university training. There has i a long standing im- 
pression in much of the Orient that E uropean universities provide 
better training in academic subjects while “<a rican schools stress 
primarily technical akin is. The students and leaders who have had 
the opportunity to study in this country have not regretted their ex- 
perience and are correcting this erroneous impression. 

The exc hange program has alre aucdy demon strated its bag The 
Indiv iduals Ww ith whom the study mission spoke regarde «| thei * Ameri- 
ean experience as contributing immeasul ibly to their work a toa 
better attitude toward the United States. The study mission recom 
mends that the program not only be continued but that it be expanded. 
What it can aun in te rms of providing ‘ fluence within the countries 
in this critical period of their national history is best seen in Indonesia 
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Where about 100 labor leaders have studied in Moscow or Peiping. 
They provide the leadership for about 75 percent of organized labor, 


One way in whi h the program could be accelerated without unduly 
ridding to the cost is to utilize the facilities available in the Philippines. 
This could serve as a regional center from which American methods 


deas, already accepted and practiced there, could be disseminated 
¢ the Asian countries. 

The exchange of persons program represents one of the most 
successful efforts to infuse local leaders with American ideas and 
ideals. Its contraction would be a serious setback to American 
prestige and influence. 

Greater attention should be given to utilizing facilities in the 
Republic of the Philippines for a regional training center. 

Consideration should be given to the establishment of orienta- 
tion courses in the Hawaiian Islands for Asian students coming to 
the United States. 





CONCLUSIONS 


The study mission returned from its Asian trip firmly convinced 
that a free Asia is vital to the security of the free world and. therefore, 
to the SeECLULITY OT the Unite | States. | e Commu t danger canneat 
bye overestimated, Delay had Ties 0 Operate to thre uivantage of 


the Communists. 
Communist strategu and t sin the Far FE 

As in other areas of the world, the Communists in the Far East uve 
shifted their taeties to ¢ xploit the weaknesses of thei opponents a 


same time that they remain rigidly loyal to their objective of brin ring 
this area within the Communist orbit. The study mission had its own 


views on this matter confirmed inthe course of a conversation with: one 
of the highest Bi tish officials in Asia. Hle obser, “l to the study Is 
; 


sion that the Communists are embarking upon the third round in thei 
1 1 ] 


drive to capture this area The first round immediately after W orld 
\\ ar I] Involved a period ot respecta | t\ l \\ hy cl they pro oted 


united fronts and sought to take powel through coalition govern 


ments. Beeinning about 1948 they felt strong enough to embark Upor 
the second round which cons sted of med uprisings and atte pts to 
Se1Ze by force the rovernments of this aren re eXel plified ! Burma. 
Malaya, Indonesia, Indochi es Koren, md the Iluks in the Ph lip 
pines. They failed in part because they revealed their real plans ind 
alienated much of the local popula On. 

It is evident now that the third round has begun—a shift back to 
conciliation and a “peace” offens veas then }1 cipal tactical v Dons 
rather than reliance Upon arhied uprising what phys il olence 
Their failure to win by violence alone, plus volveme { inthe Koren 


var, has caused them to revert, not on ly n Asin but around the world, 
to their former tactics of respectability ! i. “united front.” Lhe 
danger is that now this technique may find a more ready response 
among War-Wweary people. Timed to coineide with “talks.” “settle 
ments,” “truce,” and “conferences,” it may more easily enable the 
Communists to gain by peace what they have not been able to win by 
war and violence. 

The daily preoccupation of governments and peoples with then 
immeciate tusks, together with the constant variation 1n Communist 
techniques of attack, has obscured the larger Communist: strategy 
that is unfolding in Asia. The Communists already control China. 
Irom that deep and rich base they can move north to strike ultimately 
at Japan. Korea was a step in that direction. The cessation of Ko 
rean hostilities represents no abandonment of then plans. They are 
also advancing south to secure the rich resources of South Asia. 
Should they succeed in this continental pincer movement, the man 
power of China, plus the industrial capacity of north Asia, plus the 
agricultural and raw material resources of South Asin. would create 
a most formidable power element moving agninst the free world. 


QQ 
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Asian leaders with whom the sti dy Hiisston <poke left ho doubt that 
they now understand the nature and dangers of Communist aggression 
and the menace posed by Communist China. They are confident 
they could cope with their local Communists were it not for outside 
iid in the form of funds, propaganda, and even sabotage from Com 
munist China. But living as they do under the long shadow of this 
menace, they have to exercise caution and restraint. They are not 
encouraged to do otherwise in the absence of a clear and firm policy 
by the United States and the free world. So long as this uncertamty 
ind the resulting irresolution exist, Asian leaders cannot be expected 
to stand up against Communist China. And the longer it takes the 
United States and the free world to fix their policy and set their 
course of action, the more difficult it becomes to convince the Asian 
peoples of the sincerity and steadfastness of purpose of the free world. 

The immediate threat to Asia is from mainland China, the Asian 
puppet of the Soviets. by virtue of its location, size, and Inanpower, 
Communist China intrudes itself into every phase of Asian issues. It 
is to this oTim reality that our policy and actions must be directed. ‘ 
Some leaders believe the threat is so serious that they advocate vigorous 
preparation for an attempt to destroy the Communist regime by mili 
tary action even though they recognize the terrible cost and the poss] 
bility of unleashing other problems almost as great as those that now 





eXISTt. Others who do not go so far agree that we cannot wait 
for the slow process of time to effect changes in the character of Chi 


nese Communism. In the dynamic atmosphere of the present world 
whoa policy Is tantamount to abandonment. Neither is it reason 
ble to Xp t the Chinese yn ple tot e up v@ninst a ruthless police 
tate regime that controls a heavy military establishment 
The most fensible course open to us to carry on a constant and 
ult meotwus combornatron OF pres ives fron Within ana without 1h) 
der Mitensiryv the lel | }>I ler is of the ( I) hese Commun | 
regime and to vive encouragement to those outside. Our tactics must 
be as numerous, varied. and flexible as those of the Communists. Such 
Lt camipaign requires dmagiiatiol hn its conception and ingenuity 1m 
{ execution, Like a omuil fary operation, the “eold) war” involves 
harassment, withdrawals, and feints as well as forward thrusts. The 
mobility necessary to carry out this policy will require cooperation 
mong our allies abroad and understanding by those of us at home who 
miay easily Hist ike Ladivel Ol) ry move a \ io) oft Appeasement, 
t¢ ”/ ( / 


At the same time, the United States must steadfastly refuse to 
onize the Cor iu tf regime China and must resist its admis 
ion to the lL nited Natton 
The study mission Was unable to discover any hy nefit that recoonl 
n could bring to us or to any other nation in the free world. This 
s not a matter of speculation What benetits have been cained by 


t ( 


inv of the countries that have recognized Communist China 4 


Phere are solid grounds for opposing Communist China’s admis 
» the | nited Nations and other internat onal organizations, 


Legally, such admission would make a mockery of the U.N. 


f tel tself, which restricts admission to “peace loving” nations, 
(‘ommunist China cannot qualify for admission until it proves it has 


ved its character and objectives by supportin 


the U.N. against 
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aggression, instead of supporting aggression against the U.N. It 
eannot change its character and objectives until it ceases to be Com 
munist. And the more the world accepts it, the Jess reason there is for 
it to shed its communism. 

(%) Politically. admission to the U. N. would be a smashing Victory 
for world communism and a smashing defeat for the forces of free 
dom. It would give the Communist dictatorship in China legitimacy 
and respectability, enormously increase its prestige, influence, and 
power. It would give Communists control of Chinese embassies and 
consulates in scores of countries, including some which have never 
recognized the Soviet I hion. Every consulate would become a cen 
ter of Communist esplonage, sabotage, and propaganda. This would 
be especially clisastrous in Southeast Asin where the tree peoples nure 
already fighting a life-and-death struggle to halt} Communist 
advances and subversion 

(3) Morally, it would be an equally devastating defeat for the free 
world. Admission would not be mere acceptance of a powerful band 
of gangsters on the basis of expediency or so-called realism: rather. 
it would be abandonment of 450 mollon people to Communist et 


slavement. It would be regarded by all as an attempt to buy peace 
for ourselves by sacrificing our own moral principles and other 
peoples’ freedom If anvone immagimes the peoples ot \sia will resist 


20 Communist China which the western world embraces, he is deceiving 
no one but himself. History proves that there is no peace IM appease 
ment. 

If we are to defeat the avowed purpose of armed communism to 
conquer the world, the first step is to prevent tS gvalning inv more 
victories—territorial, military, economic, diplomatic. Free Asia will 
erumble once it believes the Communists are winning. Recognition 
by the United States or admission to the United Nations would mean 
to Asia, as it should mean to us, that the Communists have already 
won. 

Pacific Pact 

Phe study mission noted a gradual recognition by many of the gov 
ernments that collective seew t\ offered the best hope tol urvival. 
Much of this changing perception stems from the collective action 
taken in Korea. The United States has mutual security pacts Ww ith the 
Philippines, Australia, New Zealand, Japan, and Korea. The study 
mission believes these are significant elements in the defense of the 
region. The question Is whether conditions are favorable for broad 
ening these bilateral arrangements into a regional! pact In this 
connection the study mission offers these observations : 

(1) The initiative for such a pact must come from the Asian 
hations themselves, But such initiative is not likely to come 
unless these nations feel confident that the Lnited Stites will view 
it with favor and will support it. 

(2) Relations between Japan and the other free nations, 
notably Korea and Australia, have not vet reac ed il degree of 
cordiality sufhie ent to favor broadening the present bilateral 
agreements. 

(3) Any such pact is meaningless without the inclusion of 
Nationalist China. Yet to include Nationalist China must take 
into account the legitimate aspiration of the National Government 
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of Chinato return tothe mainland. It must also take into account 
the desire of the Republic of Korea to unite all ot Korea into a 
single nation. 
In line with previous expressions by the Committee on Foreien 
Affairs, the study mission believes that a Pacific pact is a desirable 
object ve toward which U nited States policy should be directed. 


Time is rapidly running out in Asia when constructive policies and 
measures can be undertaken. However much we may believe we are 


winning psychological battles, the Communists are gaining control of 
more territory ~ more people. Ignorance or apathy on our part is 
almost as useful ¢ weapon for the Communists as is their own guile. 

Phe study MISSION has returned from this area with a deep conviction 
that the free world must deal inte ‘lhige ntly, decisively, cen ri apidly with 
a complex situation. The peoples in Asia want to deve lop self-govern 
ment ima peaceful and neighborly world. Nationalism is the lingua 
franca of Asia. The Communists have long recognized this. Yet 
they use lt only to destroy the newly-won independence of these 


peoples. If the programs of the free world are to succeed, the first 
requisite Is that we use Asian nationalism in faet as the Communists 
do in hame. Outside assistance, including American aid, must be pre 


sented and managed in a way which will make unmistakably clear 
that its purpose is to strengthen, not undermine, their national inde 
pendence. In that approach we in the free world have not been too 
successful. 

‘The moment is qui kly ap yproaching when the rising tide of com 


munism could engulf Asia. This is not the time for panicky action 
inv more than it is for wishful thinking. Neither will exorcise the 
threat to Asia. The first step is to recognize the danger, then plot our 
pole and resolutely follow It. Such a course requires that the 
executive branch reveal to the peop le the unpl sasant facts. 1 estrained 
only by considerations of security. The study mission is following its 
own advice by speaking out with as much candor as it can on this 
ubject. To do otherwise would defeat the very purpose for which 


the trip was made. 
Kk eonomid and Lee hnieal ASSIStANCE 


There is a popular assumption th: at appropr lations of money are the 
solution for our problems. Money is a measure of our interest, not a 
yardstick of our success. If money alone could do the job, our prob 
lems in Asia would long since have disappeared. Its conversion into 
constructive programs and action is the real test. 

Since 1945 the United States has given more than $6 billion in eco 
nomic and technical assistance to countries in this area. About $d 
billion has been for variows kinds of emergency relief, most of. it 
immediately after the war. Since 1950 more than $1 billion has been, 
or is being, spent for programs of economic and technical assistance. 

‘The “impact” phase of economic assistance Is nearing its conclusion 
in most countries. In view of the limited funds and the chronic 
difficulty in securing suitable personnel, emphasis should be on tech- 
nical assistance projects and not commodity programs, except where 
the military situation may require some commodity support. The 
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projects ought to be only those that build upon the basic streneth of 
the country rather than spreading the funds over an array of projects, 
however useful, that must be started from scratch. The study mission 
believes that concentration on fewer and more significant projects will 
better serve both the immediate and the long range needs of the coun 
tries and, at the same time, offer a more convincing demonstration of 
the benefits to be derived from technical assistance 

‘Technical assistance is by its very concept a personalized program 


l 


The fact that it has not vet proved possible to recruit and to retain 


adequate humbers of first rate perso ne] e of the stronye 
arguments in favor of its sharper, and more limited. focus. 
Historically, Asian governments have seldom been benevolent gov 
ernmelts, Phe Communists have capitalized « t hie popular hostility 
towards government by working with the people. It cannot be denied 


that in many cases they have gained support among the populace by 
appearing to serve its interests. In contrast, the United States, not 
operating a fifth column, has of hecessit\ worked with governments, 
and thus has been the recipient of some of the odium, suspicion, and 
lack of understanding that prevail. 

The technical assistance program is reaching a point in experience 
where it is necessary to reexamine many of the assumptions on which 
It Was Initiated and to re awppraise resulis in terms othe than economile. 
Too little attention has been given to the effect of economic and 
technical assistance on the political and social life of the recipient 


country. The consequences of the aid program 1 these fields may be 
more si@nificant than in the economic field. Kor exa ple, the pro 
gran Was billed as a “OTaAssroot 7 approacl Yet our missions must 
operate through the established government agencies. In the unde 
developed countries the gap bet ween the Grassroots and the gyovern 
ments has always been wide. Is the effect of our aid widening the 


gap! If it is. What are the Implications? The study mission saw 
some projects that were poorly conceived and badly executed, but it 
also saw evidence that some basi projects were bringing to peoples 
not only immediate Improvements but were gaining respect and ap 
ciation for the United State 

The study MISSION sugeests that eael ot the geographical Sub 
committees of the Committee on Foreign Affairs vive more attention 
toa study of our economic and technical assistance programs In this 
broader context. 
Military ASSISTANCE 

The nations of Southeast Asia and the Pacific are either unde 
attack or stand in imminent danger of attack. All of them are victims 
of Communist subversion. They have no alternative but to divert 
their limited resources to the support of a military establishment. 
This is their only hope for survival. Their continuance outside the 
Communist orbit is as important for our national security as it is 
essential for theirs. The study mission recognizes the hecessity for 
continued military assistance in proportion to the urgency of the need 
and the capacity to use it eff ctively. 

In the one area engaged In Open conflict at the moment. Indochina, 
the study mission believes it lnperative that the maximum use be 
made of Vietnamese forces. Their effectiveness is contingent upon 
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the training that they receive. No less important is the building up of 
their conviction that they ave fighting for their own national salvation. 
Phus far these have been slow. The study mission believes that 
American and French authorities should vigorously explore means 
by which their military training, political consciousness, and morale 
building can be accelerated. The splendid showing made by South 
Korean troops is indicative of what can be accomplished by well- 
trained troops fighting in defense of their own country. 
Pol cal evolution 
Phe Asian nations have left their authoritarian past and are grop 
¢ to find an acceptable political alternative. Without exception 
they have borrowed liberally from the vocabulary of western 


democracies But the new roverhnments have not vel been able to 
eive to these words the same content that they have in the western 
V4 (| It is doubtful if they ever will certainly not in the foresee 
able future Democratic practice is we understand it requires a high 


sense of public responsibility and the acceptance of rules and values 
(different from those that are the heritage of the Asian nations. In 
ost of those countries part es are little more than cliques clustered 
vround a few leaders, who, he vever worthy then motives, have had ho 
experience in relating policies to popular Support. Nor have they had 
to think through the complexit es of the basic issues that confront their 
4 tries. The prevailing tensions and pressures do not provide the 
occasion for reflective thought and convincing argument. Expediency 
the more acceptable method by which to oan and hold power. 

Political parties and organizations have not yet established firm 
roots among the populace. For this reason it Is open to debate 
to what extent the leaders speak for the people whom they profess to 
represent. Many of them are western oriented—lawyers, civil serv 
ants, and members of a small urban elite—who are not too well in 
formed about their own country however articulate and influential 
re’ \ hay b 

Phe absence of private capital imposes upon the governments 
the obligation of supplying capital, thus encouraging the growth 
of weit vy bureaucracy that will become more firmly entrenched 
is the economy develops. There is the ever present danger that 
this group will manipulate the machinery of government accord 
ne to its own predilections and stifle, not necessarily by design as 
much as | \ force of « Ircuimstances, the local initiative and expressions 
that we in the west regard as part of the democratic process. 

Po the illiterate masses the operation of democratic machinery rep 
resents confusion. In the democratic process opposition performs a 
valuable service. In the Orient the idea of a “loyal opposition” is 
neither understood nor respected. It has no constructive function. 
Po be in the opposition is generally regarded not as evidence of polit 
ge buta \gainst the unfamiliar pat 
tern of democracy, the Communists provide an alternative which is 
nore te llig ble to Asians It is not the ideology of communism that 
sattractive tothem. It is the discipline, organization, program, and 
wetion that are more in accord with their tradition. The danger is 
that the confusion attendant upon the development of the parliamen- 
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tary system will offer an unfavorable contrast to the rigidity and 
apparent efliciency of communism. 

For this reason the study mission was particulan ly pleased with the 
conduct of the Philippine elections. It is the best illustration of the 
orderly transfer of power in that part of the world. It is not to be ex 
pected, however, that the other nations will soon emulate the Philip 


pineexperience. The Asian nations must work out their own politica! 
pattern in the light of their own background and experience. The 
western concept ot democracy vi il] be mod fied by low al Innovations, 
adaptations and circumstances. Part of our responsibility will b 


ration, ind a 
willingness to work with it toward the solution of common problems 


an understanding of this diversity rather than its casti 


NMI ALY 


The study mission believes that the | hited State hitist recog, 
frankly that It is the security, even the survival, of the Tree world that 
is threatened in Asia. We do not believe. in th elt of our informa 
tion and analysis, that a third world wat the most lmmedtat 
danger in that part of the world. The first stage in the Comm 
program is ulwavs to try to subvert the weal d divide the strong 
Therefore, it is the unending series of local actions in Asia, ineluding 
violence and s bversion, and the constant atte pts to sow qadissens 
among our allies in Europe and elsewhere, to which American po 
must be directed with imtell wence, eor. and determinatio f we 
to prevent the gradual ch pping away of the Tree world. 
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